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SIGNIFICANT ITEMS 
ANNOUNCEMENTS 





33-6355 Commission announces rescission 
of Accounting Series Release No. 





RULES 





The following releases relate to self-regulatory 
rule proposals and/or adoptions 


34- 18164 
34—- 18167 
34-18172 


34—18173 


33-18166 List of Foreign Issuers Which Have 
Submitted Information Required by 
the Exemption Relating to Certain 
Foreign Securities 





OPINION 





34-18169 LARRY A. DUBAN 
Where transactions by market 
maker on national securities ex- 
change resulted in violations of 
short-selling provisions but market 
maker was not responsible for those 
violations, held, exchange’s findings 
of violation and the sanction it 
imposed set aside 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6355/October 8, 1981 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 18163/October 8, 1981 


PUBLIC UTILITY HOLDING ACT OF 1935 
Release No. 22227/October 8, 1981 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11983/October 8, 1981 


ACCOUNTING SERIES NO. 
Release No. 300/October 8, 1981 


ACCOUNTING CHANGES BY OIL AND GAS 
PRODUCERS 


ACTION: Rescission of Accounting Series Re- 
lease No. 261. 


SUMMARY: As part of its review of existing regu- 
lations, the Commission is announcing that it no 
longer considers the interpretative guidance pro- 
vided in Accounting Series Release (“ASR’’) No. 
261 to be necessary, and is hereby rescinding that 
release. This action will permit oil and gas produc- 
ers to rely on existing generally accepted account- 
ing principles (“GAAP”) in changing accounting 
methods. Changes to the successful efforts meth- 
od may be made in reliance on Financial Account- 
ing Standards Board (“FASB”) Statement Nos. 19 
and 25. Changes from the successful efforts meth- 
od to the full cost method may be justified only if 
preferable in the registrant's circumstances. 


EFFECTIVE DATE: Immediately upon publication 
in the Federal Register. 


FOR FURTHER INFORMATION CONTACT: 
James D. Hall or Rita J. Gunter, Office of the Chief 
Accountant, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549 (202-272-2133). 


SUPPLEMENTARY INFORMATION: 
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|. Background 


The full cost and successful efforts methods of ac- 
counting and variations of each were generally ac- 
cepted methods of accounting in historical finan- 
cial statements until December 1977 when the 
FASB issued its Statement No. 19' which would 
have established a particular form of successful 
efforts as the only generally accepted method of 
accounting for oil and gas producing activities. 
The effective date of Statement No. 19 was to 
have been for fiscal years beginning after Decem- 
ber 15, 1978 (i.e., calendar year 1979). After hold- 
ing extensive hearings on the issue, the Commis- 
sion issued ASR No. 2532 in August 1978 which, 
among other things, concluded that neither the 
successful efforts method nor the full cost method 
was preferable as a uniform method of accounting 
and that the Commission would seek to develop a 
uniform method of accounting to be followed by all 
oil and gas producers. This method was to be 
based on reserve values and was known as re- 
serve recognition accounting (“RRA”). In the inter- 
im, however, registrants would be permitted to use 
either the successful efforts method as defined by 
the FASB or the full cost method as subsequently 
defined by the Commission in ASR No. 258.3 This 
action reduced to two the number of alternative 
accounting methods available to oil and gas pro- 
ducers. In February 1979, the FASB issued its 
Statement No. 254% which suspended that portion 
of Statement No. 19 which specified that success- 
ful efforts be used exclusively. In addition, State- 
ment No. 25 expressly stated the preferability of 





1 Statement of Financial Accounting Standards 
No. 19, “Financial Accounting and Reporting by 
Oil and Gas Producing Companies.” 


2 Securities Act Release No. 5966, “Adoption of 
Requirements for Financial Accounting and Re- 
porting Practices for Oil and Gas Producing Activi- 
ties” (August 31, 1978) [43 FR 40688]. 


3 Securities Act Release No. 6007, “Oil and Gas 
Producers Full Cost Accounting Practices” (De- 
cember 19, 1978) [43 FR 60413]. 


4 Statement of Financial Accounting Standards 
No. 25, “Suspension of Certain Accounting Re- 
quirements for Oil and Gas Producing 
Companies.” 
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successful efforts for purposes of determining 
whether a change of accounting was appropriate 
and indicated that Accounting Principles Board 
(“APB”) Opinion No. 20, “Accounting Changes,” 
requires entities proposing to change to another 
method of accounting to bear the burden of justi- 
fying that change. 


Also in February 1979, the Commission issued 
ASR No. 2615 which had two purposes. First it 
provided guidance to oil and gas producers for 
their initial adoption of the specified form of full 
cost or successful efforts as defined by the Com- 
mission and Statement No. 19, respectively, and 
also permitted oil and gas producers which had 
changed from full cost to successful efforts in early 
compliance with Statement No. 19 to return to full 
cost. This was done to avoid discouraging early 
compliance with subsequent FASB statements. 
Second, the Commission stated in ASR No. 261 
that subsequent changes from either the full cost 
or the successful efforts method would not be in 
the interest of investors until RRA could be devel- 
oped and evaluated as a uniform method of ac- 
counting to be used exclusively by all oil and gas 
producing registrants. This development and eval- 
uation period was expected to last from three to 
five years. The Commission believed that during 
the RRA development and evaluation period the 
cost of such accounting changes (i.e., registrants’ 
time and effort to effect such changes and the re- 
sulting user confusion) would exceed the benefit 
of requiring all oil and gas producing registrants to 
change to a uniform method of accounting. After 
experimentation with RRA, the Commission an- 
nounced in ASR No. 2898 that it no longer consid- 
ered RRA to be a potential method of accounting 
in the primary financial statements. 


Il. Commission’s Present View 


Since the time period for changes to conform to 
one of the specified methods and changes to re- 
verse early compliance with Statement No. 19 has 
passed and the Commission is no longer working 


5 Securities Act No. 6028, “Accounting Changes 
by Oil and Gas Producers” (March 6, 1979) [44 
FR 12163]. 


6 Securities Act No. 6294, ‘Financial Reporting by 
Oil and Gas Producers” (February 26, 1981) [46 
FR 15496). 
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to develop RRA for the primary financial state- 
ments and has no immediate plans for adopting a 
single uniform method of accounting, the reasons 
for initially issuing ASR No. 261 do not now justify 
its retention. Therefore, the Commission is re- 
scinding ASR No. 261 and will rely on GAAP in ac- 
cepting accounting changes to or from the full cost 
method or successful efforts method of accounting 
by oil and gas producers. 


Ill. Accounting Changes Under Generally Accept- 
ed Accounting Principles 


FASB Statement No. 25 states that, for purposes 
of applying APB Opinion No. 20, successful efforts 
is the preferable method of accounting for oil and 
gas producing activities. APB Opinion No. 20 
stresses that consistent use of an accounting prin- 
ciple from one accounting period to another en- 
hances the utility of financial statements to users 
and states a presumption that an accounting prin- 
ciple, once adopted, should not be changed. Thus, 
APB Opinion No. 20 indicates that in order for a 
company to change its method of accounting, the 
change must be to a preferable method and that if 
the FASB has issued a statement which expresses 
a preference for a method or rejects another, that 
expression is sufficient to support a change. APB 
Opinion No. 20 also indicates that the burden of 
justifying other changes rests with the company 
which proposes the change. 


After the recission of ASR No. 261, the Commis- 
sion expects registrants to comply with GAAP in 
making an accounting change to or from success- 
ful efforts or full cost. Since GAAP expresses a 
preference for successful efforts, no justification 
for the change to successful efforts is necessary 
nor is a preferability letter required by 
§210.10—01(b)(6). However, in view of Statement 
No. 25, any change to full cost must be justified as 
being preferable in the registrant's circumstances 
and a preferability letter describing those circum- 
stances must be filed with the Commission in ac- 
cordance with the rule referred to above. 


While the Commission found in ASR 253 that nei- 
ther the successful efforts nor the full cost method 
was sufficiently preferable to warrant prescribing 
either as a uniform method of accounting for all 
companies, it now recognizes that in the absence 
of a uniform method of accounting, registrants and 
their independent auditors may conclude that a 
registrant’s particular circumstances support full 
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cost as being preferable to successful efforts. In 
those circumstances, the Commission will require 
registrants to comply with GAAP and with the 
Commission rule requiring the filing of preferability 
letters by their auditors. 


As indicated in ASR No. 289, the Commission be- 
lieves that it is premature to address the issue of a 
uniform method of accounting by oil and gas pro- 
ducers at this time. Further, the Commission be- 
lieves that concepts developed by the FASB in its 
standards-setting role may have an impact on the 
ultimate resolution of this question. Therefore, the 
Commission presently has no plans to attempt to 
resolve that issue. 


COMMISSION ACTION: The Commission hereby 
rescinds Accounting Series Release No. 261 in 
Part 211 of Title 17, Chapter Il, of the Code of 
Federal Regulations. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18162/October 8, 1981 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11982/October 8, 1981 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 780/October 8, 1981 


Admin. Proc. File No. 3—4669 
In the Matter of 


RICHARD H. DRIEHAUS 
1340 North Astor Street 
Chicago, Illinois 


ORDER DISMISSING PROCEEDINGS 


1164/SEC DOCKET 


On May 1, 1978, having found that Richard H. 
Driehaus had aided and abetted violations of Sec- 
tion 17(e)(1) of the Investment Company Act, we 
issued an order censuring Driehaus.’ Driehaus ap- 
pealed our decision to the United States Court of 
Appeals for the District of Columbia Circuit. The 
Court vacated our order, and remanded this mat- 
ter for reconsideration in accordance with the 
standards set forth in its opinion.? 


Having reconsidered the evidence in conformity 
with the Court’s instructions, we are unable to con- 
clude that the charges against respondent have 
been sustained. 


Accordingly, IT |S ORDERED that the proceedings 
with respect to Richard H. Driehaus be, and they 
hereby are, dismissed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18163/October 8, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6355/October 8, 1981 








‘Investors Research Corporation, Investment Ad- 
visers Act Release No. 627, 14 SEC Docket 1020. 


2Investors Research Corp. v. S.E.C., 628 F.2d 
168 (1980), cert. denied, 101 S.Ct. 317 (1980). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18164/October 9, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE PHILADELPHIA STOCK EX- 
CHANGE, INC. 


File No. SR—Phix-—81-16 


The Philadelphia Stock Exchange, Inc. (“Phix’) 
submitted on October 2, 1981, a proposed rule 
change under Rule 19b-4 to amend Section 4-1 
of Article IV of its by-laws relating to the composi- 
tion of its Board of Governors, which currently in- 
cludes two Public Governors.' The by-law current- 
ly defines the term “Public Governor” to mean a 
representative of the public unaffiliated with the 
Phix or any broker or dealer in securities.2 The 
amendment provides that the term “Public Gov- 
ernor” shall be defined to require that each Public 
Governor shall be representative of the public, 
provided that at least one Public Governor shall 
not only be representative of the public but shall 
also be unaffiliated directly or indirectly with the 
Phix or any broker or dealer in securities.* 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 12, 1981. In order to assist the Commis- 
sion to determine whether to approve the pro- 
posed rule change or institute proceedings to de- 
termine whether the proposed rule change should 





1 The Phix Board of Governors initially approved 
the amendment on September 16, 1981 and has 
announced it to the membership. If no request for 
a vote by the membership is received within ten 
days of its announcement, the Board must act to 
adopt the amendment a second time. 


2 This definition is in accord with Section 6(b)(3) of 
the Securities Exchange Act of 1934 (‘Act’) which 
requires that the rules of a national securities ex- 
change provide that one or more exchange direc- 
tors represent issuers and investors and not be 
associated with a member of the exchange, bro- 
ker, or dealer. 


3 The practical effect of this amendment would be 
to reduce from two to one the number of Phix gov- 
ernors currently required to comport with Section 
6(b)(3) of the Act. 
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be disapproved, interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-Phix—81-16. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be avail- 
able at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18165/October 9, 1981 


An order has been issued granting the application 
of the American Stock Exchange, Inc. to strike the 
common stock ($1 par value) of LIGHTOLIER IN- 
CORPORATED from listing and registration there- 
on. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18166/October 13, 1981 


LIST OF FOREIGN ISSUERS WHICH HAVE 
SUBMITTED INFORMATION REQUIRED BY THE 
EXEMPTION RELATING TO CERTAIN FOREIGN 
SECURITIES 


Foreign private issuers with total assets in excess 
of $1,000,000 and a class of equity securities held 
of record by 500 or more persons, of which 300 or 
more shareholders reside in the United States, are 
subject to the registration and reporting provisions 
of the Securities Exchange Act of 1934 [15 U.S.C. 
78a et seq., as amended by Pub. L. No. 94-29 
(June 4, 1975)] (the “Act’.’ 


Rule 12g3-2(b) (17 CFR 240.1293-2(b)) provides 
an exemption from registration under Section 
12(g) of the Act for a foreign issuer which submits 
on a current basis material specified in the Rule to 
the Commission. Such required material includes 
that information about which investors ought rea- 
sonably to be informed with respect to the issuer 
and its subsidiaries and which the issuer (1) has 
made public pursuant to the law of the country of 
its domicile or in which it is incorporated or organ- 
ized, (2) has filed with a stock exchange on which 
its securities are traded and which are made pub- 
lic by such exchange and/or (3) has distributed to 
its security holders. 


When it adopted Rule 1293-2 and other rules 
relating to foreign securities (see Securities Ex- 
change act Release No. 8066, April 28, 1967), the 
Commission indicated that from time to time it 
would issue lists containing those foreign issuers 
which have obtained exemptions from the registra- 
tion provisions of Section 12(g) of the Act by pro- 
viding the information specified in Rule 12g3-2(b). 
The purpose of the present release is to call to the 


COMPANY 


ABC Energy Ltd. 
AMCA International Ltd. 
Abitibi Paper Co., Ltd. 
Acroll Petroleums Ltd. 
Aero Energy Ltd. 


attention of brokers, dealers and investors that 
some form of relatively current information con- 
cerning the foreign issuers included on the at- 
tached list is available in the public files of the 
Commission. The attached list includes those for- 
eign issuers which, as of September 30, 1981, ap- 
pear to be current in furnishing information under 
Rule 12g3-2(b). 


The Commission also wishes to bring to the atten- 
tion of brokers, dealers, and investors the fact that 
current information concerning certain foreign is- 
suers may not be available in the United States. 
The Commission continues to expect that brokers 
and dealers will consider this fact in connection 
with their obligations under the federal securities 
laws to have a reasonable basis for recom- 
mending these securities to their customers. The 
Commission will continue to review activity in the 
markets for foreign securities to determine wheth- 
er the present rules are achieving their purpose 
and whether further rules or rule revisions are nec- 
essary in the public interest or for the protection of 
investors. 


Any questions regarding Rule 12g3-2 or the list 
included herein should be directed to Carl T. 
Bodolus or Ronald Adee, Office of International 
Corporate Finance, Division of Corporation Fi- 
nance, Securities and Exchange Commission, 
Washington, D.C. 20549 (202/272-3246 or 
272-3250). 


For the Commission, by the Division of Corpora- 
tion Finance, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





FILE NO. 


82-526 
82-93 
82-80 
82-568 
82-551 


COUNTRY 


Canada 
Canada 
Canada 
Canada 
Canada 





' Foreign issuers may also be subject to such re- 
quirements of the Act by reason of having securi- 
ties registered and listed on a national securities 
exchange in the United States or subject to the re- 
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porting requirements by reason of having regis- 
tered securities under the Securities Act of 1933 
[15 U.S.C. 77a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)]. 
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COMPANY 


Afrikander Lease Ltd. 

Alanda Energy Corp. 

Algoma Steel Corp. Ltd. 

Amark Explorations 

American Chromium Ltd. 

Anglo American Corp. of South Africa 


Anglo American Gold Investment Co., Ltd. 


Aries Resources Inc. 
Artesian Petroleum Corp. 
Artillery Resources Ltd. 
Ascot Petroleum Corp. 
Australian Shale & Coal N.L. 
Avance Imernational Inc. 
Ayerok Petroleum Ltd. 

Azam Energy Corp. 

B. A. T. Industries Ltd. 

B. M. C. Oil & Gas Inc. 
Bank of Montreal 

Banner Resources Ltd. 
Basic Resources S.A. 
Beaver Gold Resources Inc. 
Beaverhead Resources Ltd. 
Beecham Group Ltd. 
Belmoral Mines Ltd. 
Bethlenem Copper Corp. 
Blackmist Resources Inc. 
Blue Diamond Energy Resources Inc. 
Bluesky Oil & Gas Ltd. 
Blyvooruitzicht Gold Mining Co., Ltd. 


Border & Southern Stockholders Trust Ltd. 


Bracken Mines Ltd. 

Bralorne Resources Ltd. 

Brascan Ltd. 

Bras D’Or Resoures Ltd. 

Bread Man International Ltd. 

Brican Resources Ltd. 

Bridge Resources Ltd. 

Broken Hill Proprietary Co., Ltd. 
Brunswick Oil N.L. 

Buffelsfontein Gold Mining Co., Ltd. 
Burmah Oil Co. Ltd. 

Cadillac Explorations Ltd. 

Cal Dynamics Energy Corp. 
Caledonia Resources Ltd. 

Camflo Mines Ltd. 

Canadex Mining Corp., td. 
Canadian-American Resources Co. 
Canadian Barranca Corp. Ltd. 
Canadian Imperial Bank of Commerce 
Canadian Marconi Co. 

Canadian Ponderay Energy Ltd. 
Canadian Tungsten Mining Corp. Ltd. 
Canalta Resources Ltd. 
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FILE NO. 


82-245 
82-447 
82-99 
82-458 
82-527 
82-97 
82-146 
82-533 
82-541 
82-538 
82-461 
82-431 
82-515 
82-472 
82-516 
82-33 
82-582 
82-126 
82-357 
82-203 
82-436 
82-562 
82-22 
82-279 
82-248 
82-474 
82-391 
82-473 
82-69 
82-287 
82-219 
82-143 
82-4 
82-453 
82-528 
82-294 
82-493 
82-81 
82-410 
82-302 
82-5 
82-519 
82-532 
82-589 
82-193 
82-470 
82-469 
82-292 
82-103 
82-86 
82-558 
82-290 
82-466 


COUNTRY 


South Africa 
Canada 
Canada 
Canada 
Canada 
South Africa 
Canada 
Canada 
Canada 
Canada 
Canada 
Australia 
Canada 
Canada 
Canada 
United Kingdom 
Canada 
Canada 
Canada 
Luxembourg 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
South Africa 
United Kingdom 
South Africa 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Australia 
Australia 
South Africa 
United Kingdom 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
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COMPANY 


Cantex Energy Corp. 
Canzona Minerals Inc. 
Celanese Canada Ltd. 
Celico Resources Ltd. 
Central Pacificminerals Ltd. 
Chancellor Energy Resources Inc. 
Charter Consolidated Ltd. 
Chromasco Ltd. 
Cochrane Oil & Gas Ltd. 
Colby Resources Corp. 
Collingwood Energy Inc. 
Cominco Ltd. 
Conex Australia N.L. 
Cnigas Mines Ltd. 
Consolidated Bathurst Ltd. 
Consolidated Durham Mines 

& Resources Ltd. 
Consolidated Gold Fields Ltd. 
Consolidated Gold Mining Areas N.L. 
Contact Ventures Ltd. 
Continental Silver Corp. 
Cooper Lake Explorations Ltd. 
Coopers Diamond Holdings N.L. 
Coralta Resources Ltd. 
Corona Resources Ltd. 
Corvette Petroleum Corp. 
Cullaton Lake Gold Mines Ltd. 
Cumo Resources Ltd. 
Czar Resources Ltd. 
Dai’Ei Inc. 
Damascus Resources Ltd. 
Daon Development Corp. 
Datumone Petroleum Ltd. 
DeBeers Consolidated Mines, Ltd. 
Deelkraal Gold Mining Co., Ltd. 
Delhi Pacific Resources, Ltd. 
Denison Mines Ltd. 
Deutsche Bank A.G. 
Dimac Resources Corp. 
Dominion Explorers Ltd. 
Dominion Mining & Oil N.L. 
Dominion Textile Co., Ltd. 
Domtar Ltd. 
Donegal Rsources Ltd. 
Doornfontein Gold Mining Co., Ltd. 
Dresdner Bank A.G. 
Driefontein Consolidated Ltd. 
Durban Roodepoort Deep Ltd. 
Eagle Corp. Ltd. 
East Daggafontein Mines Ltd. 


East Rand Gold and Uranium Co., Ltd. 


East Rand Proprietary Mines Ltd. 
El Coco Explorations Ltd. 
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FILE NO. 


82-584 
82-497 
82-171 
82-571 
82-354 
82-487 
82-233 
82-106 
82-501 
82-417 
82-578 
82-107 
82-319 
82-168 
82-172 


82-176 
82-251 
82-413 
82-581 
82-421 
82-394 
82-444 
82-380 
82-599 
82-543 
82-503 
82-435 
82-406 
82-230 
82-521 
82-344 
82-593 
82-91 

82-246 
82-370 
82-155 
82-334 
82-514 
82-504 
82-433 
82-113 
82-18 

82-427 
82-213 
82-229 
82-124 
82-156 
82-476 
82-42 

82-289 
82-239 
82-494 


COUNTRY 


Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
United Kingdom 
Canada 
Canada 
Canada 
Canada 
Canada 
Australia 
Canada 
Canada 


Canada 
United Kingdom 
Australia 
Canada 
Canada 
Canada 
Australia 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Japan 
Canada 
Canada 
Canada 
South Africa 
South Africa 
Canada 
Canada 
Germany 
Canada 
Canada 
Australia 
Canada 
Canada 
Canada 
Canada 
Germany 
South Africa 
South Africa 
Australia 
South Africa 
South Africa 
South Africa 
Canada 
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COMPANY 


Elandsrand Gold Mining Co., Ltd. 
Electra Resources Corp. 
Energex Minerals Ltd. 
Enterprise Development Corp. 
Entrad Ltd. 

Eurocan Ventures Ltd. 
Excalibur Energy Corp. 

Expo Oil N.L. 

F. W. Woolworth & Co., Ltd. 
Falconbridge Nickel Mines Ltd. 
Fiat S.P.A. 

Fisher Oil & Gas Corp. 

Fisons Ltd. 

Flair Resources Ltd. 

Fortress Petroleum & Resources Ltd. 
Free State Geduld Mines Ltd. 
Free State Saaiplass Gold Mines 
Fuji Photo Film Co., Ltd. 
Gallahad Petroleum Ltd. 

Gaslite Petroleum Ltd. 

General American Properties Inc. 
General Energy Corp. 

Genoa Oil N.L. 

Geometals N.L. 

Glaxo Holdings Ltd. 

Gold Cup Resources Ltd. 

Gold Fields of South Africa Ltd. 
Gold Fields Property Co., Ltd. 
Gold Hawk Resources Ltd. 
Gold Reef Resources Ltd. 
Golden Spoke Mines Ltd. 
Goldstack Resources Ltd. 
Goldwinn Resources Ltd. 
Gowganda Silver Mines Ltd. 
Grande Trunk Resources Inc. 
Grandma Lee’s Inc. 

Greenwood Explorations Ltd. 
Grootviei Proprietary Mines Ltd. 
Groundstar Resources Ltd. 

Gulf Oil Ltd. (Canada) 

Hale Resources Ltd. 

Harlequinn Enterprises Ltd. 
Harmony Gold Mining Co., Ltd. 
Hartogen Energy Ltd. 

Heartland Oil & Gas Corp. 
Hemisphere Development Corp. 
Highwood Resources Ltd. 


Highveld Steel & Vanadium Corp. Ltd. 


Himac Resources Ltd. 

IAC Ltd. 

IMASCO Ltd. 

Impala Platinum Holdings Ltd. 
Imperial Group Ltd. 


Volume 23, No. 15, October 27, 1981 


FILE NO. 


82-266 
82-531 
82-403 
82-460 
82-415 
82-586 
82-540 
82-489 
82-200 
82-30 

82-116 
82-557 
82-202 
82-583 
82-569 
82-40 

82-41 

82-78 

82-454 
82-590 
82-588 
82-520 
82-598 
82-398 
82-10 

82-517 
82-204 
82-214 
82-505 
82-587 
82-422 
82-506 
82-555 
82-513 
82-536 
82-542 
82-368 
82-222 
82-249 
82-101 
82-443 
82-318 
82-238 
82-597 
82-570 
82-419 
82-450 
82-596 
82-574 
82-120 
82-118 
82-359 
82-316 





COUNTRY 


South Africa 
Canada 
Canada 
Canada 
Australia 
Canada 
Canada 
Australia 
United Kingdom 
Canada 
Italy 
Canada 
United Kingdom 
Canada 
Canada 
South Africa 
South Africa 
Japan 
Canada 
Canada 
Canada 
Canada 
Australia 
Australia 
United Kingdom 
Canada 
South Africa 
South Africa 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
South Africa 
Canada 
Canada 
Canada 
Canada 
Canada 
Australia 
Canada 
Canada 
Canada 
South Africa 
Canada 
Canada 
Canada 
South Africa 
United Kingdom 
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COMPANY 


Inca Resources Inc. 
Indusmin Ltd. 

Intercep Industries Ltd. 
Interlake Development Corp. 
International lonarc Inc. 
International Standard Resources Ltd. 
Irvco Resources Ltd. 

Island Mining & Exploration Co., Ltd. 
Jan Resources Ltd. 

Joutel Resources Ltd. 

Julia Resources Corp. 
Kandahar Resources Ltd. 
Kennedy Resources Inc. 
Kent Energy Corp. 

Kerr Addison Mines Ltd. 
Kinross Mines Ltd. 

Kirin Brewery Co., Ltd. 

Kloof Gold Mines Co. Ltd. 

L. M. Ericsson Telephone Co. 
Lake Shore Mines Ltd. 

LaLuz Mines Ltd. 

Laredo Petroleums Ltd. 

Lava Cap Resources Ltd. 
Leader Resources Inc. 
Leichardt Explorations Ltd. 
Lennard Oil 

Leslie Gold Mines Ltd. 

Les Mines Est-Malartic Ltee 
Libanon Gold Mining Co., Ltd. 
Lincoln Resources Inc. 

Lion Mines Ltd. 


Little Long Lac Mineral Exploration Ltd. 


Lodestar Energy Inc. 

Lonrho Ltd. 

Lorcan Resources Ltd. 
Lydenburg Platinum Ltd. 

M. |. M. Holdings Ltd. 

M. S. R. Explorations Ltd. 
Maclean-Hunter Ltd. 

Madre Mining Ltd. 

Magnet Metals Ltd. 

March Resources Ltd. 
Marievale Consolidated Mines Ltd. 
Mark V Petroleums & Mines Ltd. 
Maymac Explorations Ltd. 
Megaline Resources Ltd. 
Meridian Oil N.L. 

Merland Explorations Ltd. 
Minerals and Resources Corp. 
Monarch Petroleum N.L. 
Mundee Mines Ltd. 

N. B. U. Mines Ltd. 

N. R. D. Mining Ltd. 
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FILE NO. 


82-440 
82-201 
82-580 
82-537 
82-471 
82-482 
82-591 
82-556 
82-567 
82-502 
82-366 
82-522 
82-550 
82-559 
82-14 

82-220 
82-188 
82-205 
82-115 
82-15 

82-237 
82-480 
82-376 
82-577 
82-322 
82-298 
82-223 
82-212 
82-215 
82-349 
82-457 
82-198 
82-573 
82-191 
82-412 
82-312 
82-173 
82-446 
82-485 
82-529 
82-299 
82-467 
82-224 
82-535 
82-498 
82-439 
82-397 
82-595 
82-206 
82-339 
82-534 
82-511 
82-358 


COUNTRY 


Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Ckada 
Canada 
South Africa 
Japan 
South Africa 
Sweden 
Canada 
Canada 
Canada 
Canada 
Canada 
Australia 
Australia 
South Africa 
Canada 
South Africa 
Canada 
Canada 
Canada 
Canada 
United Kingdom 
Canada 
South Africa 
Australia 
Canada 
Canada 
Canada 
Australia 
Canada 
South Africa 
Canada 
Canada 
Canada 
Australia 
Canada 
Bermuda 
Australia 
Canada 
Canada 
Canada 
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COMPANY 


New Aston Resources Inc. 
New Congress Resources Ltd. 
New Frontier Petroleum Inc. 
Newpass Resources Ltd. 
Ni-Cal Developments Ltd. 
Nissan Motor Co., Ltd. 

Noble Mines & Oil Ltd. 
Noranda Mines Ltd. 

Northair Mines Ltd. 


North American Power Petroleums Inc. 


North South Resources Ltd. 
North West Mining N.L. 
Northwest Ventures Ltd. 

Nova, An Alberta Corporation 
Nuspar Resources Ltd. 

Oakwood Petroleums Ltd. 
Ocelot Industries Inc. 

Onaping Resources Ltd. 

Orbex Minerals Ltd. 

Orion Petroleum Ltd. 

Otter Exploration N.L. 

Overseas Inns S.A. 

Pacific North West Resources Ltd. 
Palliser Resources Inc. 

Paragon Resources Ltd. 
Parkside Petroleum Inc. 

Pecos Resources Ltd. 

Pelsart Resources N.L. 

Penn West Petroleum Ltd. 
Pennant Resources Ltd. 
Petrofina Canada Inc. 

Petro-Pak Resources Ltd. 

Pez Resources Ltd. 

Power Corp. of Canada 

Praire Pacific Energy Corp. 
President Brand Gold Mining Co., Ltd. 
President Steyn Gold Mining Co., Ltd. 
Pryme Energy Resources Ltd. 

Q. M. G. Holdings Inc. 

Quebec Sturgeon River Mines Ltd. 
Queen Margaret Gold Mines N.L. 
Queenstake Resources Ltd. 
Quintaine Resources Inc. 

Quinto Mining Corp. 

Racal Electronics Ltd. 

Rainer Energy Resources Inc. 
Rank Organization 

Rayrock Resources Ltd. 

Redford Resources Inc. 

Reed Stenhouse Companies Ltd. 
Reef Resources Corp. 

Rhodes Resources Inc. 

Rogers Cablesystems Inc. 
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FILE NO. 


82-499 
82-438 
82-341 
82-486 
82-360 
82-207 
82-509 
82-158 
82-305 
82-383 
82-585 
82-309 
82-260 
82-594 
82-464 
82-564 
82-331 
82-273 
82-478 
82-576 
82-320 
82-166 
82-544 
82-575 
82-388 
82-483 
82-524 
82-484 
82-452 
82-371 
82-512 
82-425 
82-492 
82-137 
82-456 
82-39 

82-44 

82-428 
82-423 
82-186 
82-414 
82-565 
82-350 
82-475 
82-481 
82-560 
82-17 

82-378 
82-553 
82-254 
82-400 
82-495 
83-335 





COUNTRY 


Canada 
Canada 
Canada 
Canada 
Canada 
Japan 
Canada 
Canada 
Canada 
Canada 
Canada 
Australia 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Australia 
Luxembourg 
Canada 
Canada 
Canada 
Canada 
Canada 
Australia 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
South Africa 
South Africa 
Canada 
Canada 
Canada 
Australia 
Canada 
Canada 
Canada 
United Kingdom 
Canada 
United Kingdom 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
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COMPANY 


Rosmac Resources Ltd. 
Rothmans International Ltd. 
Rustenburg Platinum Holdings Ltd. 
Ruth Vermont Mine Ltd. 
Sabina Industries Ltd. 
Samantha Exploration N.L. 
Samson Exploration N.L. 
San Miguel Corp. 
San Rafael Resources Ltd. 
Santa Sarita Mining Co. Ltd. 
Santos Ltd. 
Sanyo Electric Co., Ltd. 
Scheer Energy Development Corp. 
Scottie Gold Mines Ltd. 
Seagold Oil Corp. 
Seagull Resources Ltd. 
Selkirk Petroleum Ltd. 
Sentrust Ltd. 
Share Mines & Oils Ltd. 
Sharon Energy Ltd. 
Sherritt Gordon Mines Ltd. 
Siemens Aktiengesellschaft 
Silvermaque Mining Ltd. 
Sotheby Parke Bernet Group Ltd. 
Source Perrier 
South Africa Land & 

Exploration Co., Ltd. 
Southern Pacific Petroleum N.L. 
Southern Tier Gas Producers Ltd. 
Southern Union Resources Inc. 
Southvaal Holdings Ltd. 
Spartan Capital Corp. 
St. Helena Gold Mines Ltd. 


Stampede International Resources Ltd. 


Stateside Energy Corp. 

Stelco Inc. 

Stilfontein Gold Mining Co., Ltd. 
Sunexco Energy Corp. 

Swan Resources Ltd. 
Sweetwater Petroleum Corp. 

T. D. K. Electronics Co., Ltd. 
Tanner Artic Oil Ltd. 

Taro-Vit Chemical Industries Ltd. 
Taurus Resources Ltd. 
Telefonos De Mexico S.A. 
Temagami Oil & Gas Ltd. 
Thorn EMI Ltd. 

Thunderwood Explorations Ltd. 
Toronto Dominion Bank 

Toyota Motor Co., Ltd. 

Tracer Resources Corp. 


Trade Development Bank Holding S.A. 


Transcolt Resources Ltd. 
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FILE NO. 


82-449 
82-84 
82-241 
82-545 
82-244 
82-323 
82-401 
82-306 
82-507 
82-338 
82-34 
82-264 
82-333 
82-351 
82-518 
82-429 
82-547 
82-313 
82-508 
82-530 
82-29 
82-73 
82-510 
82-337 
82-291 


82-59 

82-353 
82-539 
82-490 
82-197 
82-160 
82-232 
82-242 
82-549 
82-141 
82-301 
82-389 
82-477 
82-462 
82-255 
82-396 
82-210 
82-408 
82-332 
82-566 
82-373 
82-500 
82-142 
82-208 
82-552 
82-276 
82-342 


COUNTRY 


Canada 
United Kingdom 
South Africa 
Canada 
Canada 
Australia 
Australia 
Philippines 
Canada 
Canada 
Australia 
Japan 
Canada 
Canada 
Canada 
Canada 
Canada 
South Africa 
Canada 
Canada 
Canada 
Germany 
Canada 
United Kingdom 
France 


South Africa 
Australia 
Canada 
Canada 
South Africa 
Canada 
South Africa 
Canada 
Canada 
Canada 
South Africa 
Canada 
Australia 
Canada 
Japan 
Canada 
Israel 
Canada 
Mexico 
Canada 
United Kingdom 
Canada 
Canada 
Japan 
Canada 
Luxembourg 
Canada 
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COMPANY FILE NO. COUNTRY 


Transvaal Consolidated Land & 

Exploration Co. 82-304 South Africa 
Treasure Cay Ltd. 82-288 Bahamas 
Tri-Basin Resources Ltd. 82-468 Canada 
Triple-Crown Resources Ltd. 82-491 Canada 
U. C. Investments Ltd. 82-235 South Africa 
Unisel Gold Mines Ltd. 82-236 South Africa 
United Siscoe Mines Ltd. 82-194 Canada 
United Westland Resources Ltd. 82-393 Canada 
Vaal Reefs Exploration 

and Mining Co., Ltd. 82-56 South Africa 
Val D’Or Explorations Ltd. 82-572 Canada 
Vat Petroleum Ltd. 82-592 Canada 
Venterpost Gold Mining Co., Ltd. 82-216 South Africa 
Ventora Resources Ltd. 82-381 Canada 
Veronex Resources Ltd. 82-364 Canada 
Versatile Cornat Corp. 82-390 Canada 
Viscount Resources Ltd. 82-420 Canada 
Viakfontein Gold Mining Co., Ltd. 82-217 South Africa 
Vulcan Industrial Packaging Ltd. 82-300 Canada 
Wasp International Resources Inc. 82-451 Canada 
Watson International Resources Ltd. 82-563 Canada 
Welkom Gold Mining Co., Ltd. 82-57 South Africa 
Westley Mines Ltd. 82-546 Canada 
Westfort Petroleums Ltd. 82-308 Canada 
West Jay Petroleums Ltd. 82-525 Canada 
West Rand Consolidated Mines Ltd. 82-314 South Africa 
Western Deep Levels Ltd. 82-58 South Africa 
Western Holdings Ltd. 82-54 South Africa 
Westmount Resources Ltd. 82-392 Canada 
Westward Energy & Resources Corp. 82-426 Canada 

_Willanour Resources Ltd. 82-63 Canada 
Windarra Minerals Ltd. 82-561 Canada 
Windsor Resources Inc. 82-554 Canada 
Winkelhaak Mines Ltd. 82-221 South Africa 
Wright Hargreaves Mines Ltd. 82-60 Canada 
Yukon Gold Placers Ltd. 82-523 Canada 
Zambia Copper Investments Ltd. 82-227 Bermuda 
Zenith Energy Corp. 82-488 Canada 
Zenore Resources Inc. 82-579 Canada 
Zodiac Resources Ltd. 82-548 Canada 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18167/October 13, 1981 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


(SR-NASD-81- 16) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On June 15, 1981, the National Association of Se- 
curities Dealers, Inc. filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78s(b)(1) (“Act’’) 
and Rule 19b-—4 thereunder, copies of a proposed 
rule change which amends Section C of Part IV of 
Schedule D of its By-Laws to permit NASDAQ 
subscribers, for a $500 per month fee, to process 
Level | data directly into their computer systems. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by issuance of a Commission 
Release (Securities Exchange Act Release No. 
17916, July 6, 1981) and by publication in the 
Federal Register (46 FR 36027, August 13, 1981). 
No comments were received with respect to the 
proposed rule filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to a registered securities association and, 
in particular, the requirements of Section 15A and 
the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18168/October 13, 1981 


Administrative Proceeding File No. 3-6018 

In the Matter of 

JOHNSON-BOWLES COMPANY, INC., 
and 

WILLIAM R. KASWORM. 

(File No. 8—22443) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these administrative proceedings ordered pur- 
suant to Sections 15(b) and 19(h) of the Securities 
Exchange Act of 1934, as amended (Exchange 
Act)’, Respondents Johnson-Bowles Company, 
Inc. and William R. Kasworm have submitted Of- 
fers of Settlement which the Commission has de- 
termined to accept. Without admitting or denying 
the allegations contained in the Order for Public 
Proceedings (Order), Respondents Johnson- 
Bowles Company, Inc. and William R. Kasworm 
consent to the findings of violations and the sanc- 
tions contained in this order.? 


On the basis of the Order and the Offers of Settle- 
ment, the Commission finds that: 


$. Johnson-Bowles Company, Inc. willfully violated 
Sections 15(b), 15(c)(3) and 17(a) of the Ex- 
change Act and Rules 15b3-1, 15c3-1, 15c3-3, 
17a-3 and 17a—11 thereunder, as alleged in the 
Order. 


2. William R. Kasworm willfully aided and abetted 
violations of Sections 15(c)(3) and 17(a) of the Ex- 





'The Order for Public Proceedings in this matter 
was issued on April 14, 1981. (See Securities Ex- 
change Act Release No. 17743, April 20, 1981.) 


2The findings herein are not binding on any other 
Respondent named in this proceeding. 
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change Act and Rules, 15c3-1, 15c3-3 and 
17a—11 thereunder, as alleged in the order. 


3. It is appropriate and in the public interest to 
impose the sanctions and undertakings specified 
in the Offers of Settlement submitted by Johnson- 
Bowles Company, Inc. and William R. Kasworm. 


Accordingly, IT IS ORDERED that: 


1. Johnson-Bowles Company, Inc. be and hereby 
is censured. 


2. Johnson-Bowles Company, Inc. be and hereby 
is suspended from market-making for a period of 
two years, except in the following instances: 


a. In connection with the purchase or 
sale of securities to or from customers, 
Johnson-Bowles Company, Inc. may es- 
tablish long or short positions and in 
connection therewith may utilize an 
inter-dealer quotation system or other 
means, provided that any such positions 
are liquidated or covered within two (2) 
business days thereafter; 


b. In connection with underwriting activi- 
ty, Johnson-Bowles Company, Inc. may 
over-allot or effect purchases or sales 
which stabilize or maintain the market 
price of securities being underwritten by 
it until such time as its participation in a 
distribution is complete. 


On or before the end of the two-year period, 
Johnson-Bowles Company, Inc. may apply to the 
Commission for removal of this restriction on its 
business upon a showing that its operational ca- 
pacity and financial condition are sound. 


3. Johnson-Bowles Company, Inc. will comply with 
the undertakings in the Offer of Settlement that: 


a. For a period of two (2) years from the 
date of the issuance of the Order Im- 
posing Remedial Sanctions, Johnson- 
Bowles Company, Inc. shall file with the 
Commission at its Branch Office in Salt 
Lake City, Utah the following financial 
information: 


(1) Semi-annually, within 90 days after 
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the end of the six-month period, an 
unaudited written review of an inde- 
pendent public accountant, in ac- 
cordance with AICPA Statement on 
Auditing Standards No. 36, dated 
April, 1981, covering the following 
matters: 


(a) A review of Johnson-Bowles 
Company, Inc.’s Part Il of Form 
X-17A-5 under the Exchange Act 
for the period then ending; 


(b) A review of cash account recon- 
ciliations of Johnson-Bowles Com- 
pany, Inc. for the period then ending; 


(c) A review of Johnson-Bowles 
Company, Inc.'s computations under 
Exchange Act Rules 15c3-1 and 
15c3-3 for the period then ending; 
and 


(d) A comparison of market values 
placed on firm securities positions 
included in Part Il of Form X-17A-5 
with independent available informa- 
tion on market values of such securi- 
ties. 


(2) Within 17 business days after the 
end of each month, Part || of Form 
X-17A-5; and 


(3) Within 17 business days after the 
end of each month for the first three 
months and thereafter within 17 
business days after the end of each 
quarter, a summary of the firm’s 
trading account transactions for a 
previous 30 days. 


4. William R. Kasworm be and hereby is suspend- 
ed from association with any broker or dealer in a 
supervisory capacity for a thirty (30) day period, 
with the further provision that he may be associ- 
ated with any broker or dealer during the period of 
said thirty (30) day suspension in a non- 
supervisory capacity under appropriate supervi- 
sion. 


5. William R. Kasworm will comply with the under- 
takings in the Offer of Settlement that: 
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a. At the expiration of the suspension 
period imposed herein, William R. 
Kasworm shall deliver an affidavit to the 
Salt Lake City Branch Office of the 
Commission stating therein that he has 
complied with the sanction imposed by 
the Commission; 


b. William R. Kasworm will exercise his 
best efforts to have the broker-dealer 
firm with which he is presently associ- 
ated, submit an affidavit to the Salt Lake 
City Branch Office of the Commission to 
the effect that William R. Kasworm is 
not in a supervisory position and is not 
an officer or director of that broker- 
dealer as of the commencement date of 
the sanction imposed herein against 
William R. Kasworm and an undertaking 
that such status will not change for the 
thirty (30) day period of the suspension. 


6. The sanctions hereby imposed on Johnson- 
Bowles Company, Inc. and William R. Kasworm 
shall become effective the second Monday after 
the date of this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18169/October 14, 1981 


Admin. Proc. File No. 3-5957 
In the Matter of the Application of 


LARRY A. DUBAN 
2043 North Bissell 
Chicago, Illinois 


For Review of Disciplinary Action Taken by the 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 


OPINION OF THE COMMISSION 
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NATIONAL SECURITIES EXCHANGE— 
REVIEW OF DISCIPLINARY PROCEEDINGS 


Violation of Rules Governing Business Con- 
duct 


Failure to Comply with Short-Selling Provi- 
sions 


Where transactions by market maker on national 
securities exchange resulted in violations of short- 
selling provisions but market maker was not re- 
sponsible for those violations, held, exchange’s 
findings of violation and the sanction it imposed 
set aside. 


APPEARANCES 


Alton B. Harris and Mary L. Sebek, of Coffield 
Ungaretti Harris & Slavin, for Larry A. Duban. 


Paul J. Sussman and Steven Samson, for the 
Chicago Board Options Exchange, Inc. 


Larry A. Duban, a registered broker-dealer and a 
market maker on the Chicago Board Options Ex- 
change, Inc. (“CBOE”), appeals from CBOE disci- 
plinary action. The Exchange admonished Duban 
for violating short-selling provisions! and Ex- 
change rules? in connection with two sales of 
Teledyne, Inc. common stock on the New York 
Stock Exchange (““NYSE”’). Our findings are based 
on an independent review of the record. 


The facts are largely undisputed. Duban’s primary 
CBOE stock assignment was Teledyne. On March 
27, 1979, he gave a verbal order on the CBOE 
floor to a clerk for another broker-dealer firm (‘X 





1Section 10(a) of the Securities Exchange Act and 
Rule 10a—1 thereunder. 


2The Exchange found that these infractions vio- 
lated Exchange rules prohibiting acts and prac- 
tices inconsistent with just and equitable principles 
of trade and conduct in violation of the Exchange 
Act and rules thereunder. 
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Co.”), a member organization of the New York 
Stock Exchange. Duban ordered the sale of 2,000 
shares of Teledyne at the limit price of 124, “im- 
mediate or cancel.’’? The 124 price was below the 
last reported sale price for Teledyne. Although the 
order ticket filled out by X Co.’s clerk should have 
indicated that Duban was making a short sale, the 
ticket was marked “long.” The order was partially 
executed on the NYSE in the amount of 1,000 
shares on a “downtick,’ %4 of a point below the 
price of the last previous transaction. Following 
the sale, Duban had a net short position in 
Teledyne of 2,669 shares. 


On March 30, Duban gave another verbal order to 
an X Co. clerk to sell 10,000 shares of Teledyne at 
the limit price of 122-%4, “immediate or cancel.” 
Duban again set the price below the last reported 
sale price for Teledyne. Once again, the order 
ticket should have indicated that Duban was mak- 
ing a short sale. However, the ticket was not 
marked either “long” or short.” X Co.'s floor man- 
ager testified that “long” orders are usually not 
marked as such, although short sales are marked 
accordingly. This order was also partially executed 
on the NYSE on a “downtick,” 200 shares at 123, 
and 5,000 shares at 122-%. After these execu- 
tions, Duban’s net position in Teledyne was 2,069 
shares short. 


It is clear that the transactions in question violated 
Section 10(a) of the Securities Exchange Act and 
Rule 10a-—1 thereunder. Section 10(a) proscribes 
short sales of any security registered on a national 
securities exchange in contravention of the rules 
of this Commission. And Rule 10a—1 provides in 
pertinent part: 


“‘(a)(1) No person shall . . . effect a short 
sale of any security registered on... a 





3A limited price order is an order to buy or sell a 
stated amount of a security at a specified price, or 
at a better price, if obtainable after the order is 
“represented” in the trading crowd. An “immediate 
or cancel” order is one which is to be executed in 
whole or in part as soon as the order is “repre- 
sented” in the trading crowd. The unexecuted 
portion is treated as cancelled. 2 NYSE Guide 
(CCH) § 2013, p. 2528. 
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national securities exchange ... (i) be- 
low the price at which the last sale 
thereof ... was reported ..., or (ii) at 
such price unless such price is above 
the next preceding different price at 
which a sale of such security ... was 
reported ....” 


* * * . * 


“(c) No broker or dealer shall .. . effect 
any sell order for a security registered 
on ... a national securities exchange 
unless such order is marked either 
‘long’ or ‘short’.” 


It is undisputed that the order tickets for the two 
transactions in question were not properly marked 
as short sales, and that Duban’s orders should not 
have been filled since they were executed on 
“downticks.” However, Duban denies any respon- 
sibility for these violations. And, in light of the find- 
ings made by the CBOE, we agree that he should 
not be held responsible. 


Duban did not recall the circumstances surround- 
ing his March 27 sale but, because of unusual 
trading activity in Teledyne on March 30, he did re- 
member the second transaction in question, his 
10,000-share short sale. He stated that the trading 
strategy he was employing on March 30, and prob- 
ably on March 27, required that his sale tickets be 
marked ‘‘short.”” His strategy was designed to test 
whether the market price in Teledyne had “bot- 
tomed out” and was about to rise. It required that 
Duban place a short sell order for a relatively large 
quantity of stock at a limited price below the last 
sale price, and that the order be executed “imme- 
diate or cancel.” Duban testified with respect to 
his March 30 transaction as follows: 


“Now, the purpose of this order is that, 
hopefully, | am right, and the stock is 
approaching its bottom at the 123 level 
.... What | am looking for is a person 
standing in a New York crowd or the 
specialists to downtick the stock to 
122-¥2 or 122-%, and then buy my en- 
tire 10,000 shares [at] 122-%. This 
gives me a very clear indication that the 
general belief among the professionals 
on the floor is that Teledyne has hit at 
least a temporary bottom and is going to 
move higher . . . . It signals to me that | 
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better start buying calls and move into a 
long position, or if | am short, | better 
cover pretty quickly.” 


Duban was certain that, when he placed the order 
to sell 10,000 shares, he advised the X Co. order 
clerk that it was a short sale. He stated that the 
ticket was not written up in his presence. Duban 
could not specifically recall his March 27 sale but 
considered it unlikely that he had neglected to tell 
the X Co. clerk that it was a short sale. He stated 
that anyone trying to drive the price of Teledyne 
down would have put in an order to sell 2,000 
shares at the market, not an order with a limit price 
of 124. 


The CBOE did not find that Duban had misrepre- 
sented his trading strategy or the instructions that 
he had given X Co.'s clerk concerning the execu- 
tion of his orders. It simply concluded as follows: 


“(Bjased on the facts of this case the re- 
spondent [committed violations] on both 
March 27 and 30, 1979. A market- 
maker whose trading strategy includes 
the short-selling of stock must do more 
than simply convey correct information 
to the executing firm. Responsibility for 
compliance with the short sale rule re- 
mains with him notwithstanding execu- 
tion of his order by a firm.” 


Despite these conclusions, the Exchange argues 
in its brief that the evidence demonstrates that 
Duban did not accurately convey his position to X 
Co., pointing out, among other things, that short- 
selling violations occurred, and that X Co.’s floor 
manager testified that it is company policy always 
to mark short-sell orders as such when X Co. is 
specifically given that information by a market 
maker. The Exchange's brief also cites Duban’s 
failure to complain to X Co. that violations of short- 
sale provisions had occurred, even though in its 
decision the Exchange apparently credited 
Duban’s testimony that he receives oral and/or 
written confirmations, that the oral confirmations 
“concern only price and volume, and he looks at 
written confirmations only for price and volume.” 


Section 19(e)(1) of the Exchange Act, which gov- 
erns our review of the Exchange’s disciplinary ac- 
tion, requires us to determine whether Duban en- 


gaged ‘‘in such acts or practices ... as the 
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[Exchange] . . . found him to have engaged in... 
[and whether] ... such acts or practices .. . are in 
violation [of the Act, the rules thereunder or the 
rules of the Exchange].” The Exchange found or 
assumed that Duban gave the executing broker, X 
Co., correct instructions to execute short sales in 
accordance with his trading strategy. Even assum- 
ing that the record would justify contrary findings, 
we are not free to make findings of misconduct 
that the Exchange did not make. And, on the basis 
of the Exchange’s findings, we are unable to con- 
clude that Duban violated short-selling provisions. 
Having given correct instructions to the execution 
broker, he cannot be held responsible for that bro- 
ker’s errors in executing his orders. 


While we therefore cannot find that Duban violated 
Section 10(a) and Rule 10a—1, on which this ac- 
tion was based, the Exchange may promulgate 
new guidelines for the future that would interpret 
certain conduct in this area as inconsistent with 
just and equitable principles of trade. For example, 
an obligation could be imposed on a market maker 
such as Duban, who engages in short-selling strat- 
egies, to determine whether, through some error, 
his short sale ticket has been mismarked and im- 
properly executed on a downtick. If a market mak- 
er found that such an error had occurred, and 
failed to call it to the attention of the executing bro- 
ker, he could then be found to have engaged in 
unethical conduct rather than a violation of the 
Act.4 


In the matter now before us, the Exchange consid- 
ered Duban an insurer with respect to any viola- 
tions of Section 10(a) and Rule 10a—1 that re- 
sulted from his short sales. We cannot accept that 
position. 


We shall accordingly set aside the Exchange’s 
findings of violation and the sanction it imposed. 


An appropriate order will issue. 


By the Commission (Chairman SHAD and Com- 





4Such a lapse would not violate the Act or rules 
thereunder, since the violation would already have 
occurred. 
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missioners LOOMIS, EVANS, THOMAS and 
LONGSTRETH). 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 


Admin. Proc. File No. 3-5957 

In the Matter of the Application of 

LARRY A. DUBAN 

2043 North Bissell 

Chicago, Illinois 

For Review of Disciplinary Action Taken by the 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 


ORDER SETTING ASIDE DISCIPLINARY AC- 
TION TAKEN BY NATIONAL SECURITIES EX- 
CHANGE 


On the basis of the Commission's opinion issued 
this day, it is 


ORDERED that the disciplinary action taken by 
the Chicago Board Options Exchange, Inc. against 
Larry A. Duban be, and it hereby is, set aside. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITY EXCHANGE ACT OF 1934 
Release No. 18170 October 14, 1981 


FINGERPRINTING PROGRAM 
ACTION: Notice of new procedures for the sub- 


mission to the Federal Bureau of Investigation of 
fingerprints by registered bank transfer agents. 
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SUMMARY: The Commission has approved 
amendments to the fingerprint plans of the Ameri- 
can Stock Exchange, Inc. (“Amex”) and the New 
York Stock Exchange, Inc. (“NYSE”) and an inter- 
pretation of the fingerprint plan of the National As- 
sociation of Securities Dealers, Inc. (“NASD”) al- 
lowing registered bank transfer agents to forward 
to the Federal Bureau of Investigation (‘FBI’) 
through the Amex, NYSE, and NASD fingerprints 
of partners, directors, officers or employees re- 
quired to be fingerprinted under Section 17(f)(2) of 
the Securities Exchange Act of 1934 and Rule 
17f-2 thereunder. 


DATE: Effective October 13, 1981. 


FOR FURTHER INFORMATION CONTACT: Marc 
L. Weinberg, Staff Attorney, Division of Market 
Regulation, Securities and Exchange Commission, 
500 North Capitol Street, N.W., Washington, D.C. 
20549, (202-272-2388). 


SUPPLEMENTARY INFORMATION: 
|. Introduction and Background 


Rule 17f-2(a) (17 CFR §240.17f-2(a)) under Sec- 
tion 17(f)(2) of the Securities Exchange Act of 
1934 (the “Act’) requires aii partners, directors, 
officers or employees of registered transfer 
agents, among others, to be fingerprinted and to 
submit, or cause to submit, such fingerprints to the 
FBI, the designee of the Attorney General of the 
United States, for identification and appropriate 
processing.' 


In 1976, pursuant to Rule 17f-2(c) (17 CFR 
§240.17f-2(c)) under the Act, several registered 
national securities exchanges and the NASD 
submitted to the Commission fingerprinting plans 
that provide for the collection of fingerprint cards 
from member broker-dealers, the transmittal of the 
cards to the FBI for identification and appropriate 
processing, and thereafter, the return of the proc- 
essed fingerprint cards and any information re- 
ceived from the FBI to submitting broker-dealers. 
That same year, those fingerprinting plans were 





™Rule 17f-2 was adopted by the Commission in 
Securities Exchange Act Release No. 12214 
(March 16, 1976), 41 F.R. 13594 (March 31, 
1976). 
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approved by the Commission in a series of re- 
leases.* 


In addition to providing fingerprint card services to 
member broker-dealers, the fingerprinting plans of 
the Amex, Boston Stock Exchange Inc. (“BSE”), 
NYSE and NASD provide such services for regis- 
tered non-bank transfer agents. Registered bank 
transfer agents, however, continued to use proce- 
dures implemented in 1973 in accordance with 
Public Law No. 92-544 (‘94-544’),3 which gave 
the FBI discretion to provide fingerprint identifica- 
tion services directly to federally chartered or in- 
sured banking institutions, among others. Thus to 
comply with Section 17(f)(2) of the Act and Rule 
17f-2 thereunder, registered bank transfer agents 
submitted fingerprints of their partners, directors, 
officers or employees directly to the FBI pursuant 
to 92-544. 


Recently, the FBI notified all fingerprint contribu- 
tors by letter* that for a one-year period beginning 
October 1, 1981, and ending September 30, 1982, 
it intended to cease processing fingerprint cards 
submitted directly to the FBI by federally chartered 
and insured banking institutions. As a result, be- 
ginning October 1, 1981, registered bank transfer 
agents will be unable to comply with the finger- 
printing requirement of Section 17(f)(2) of the Act 
and Rule 17f-2 thereunder, unless alternative 
methods of accessing the FBI's fingerprint identifi- 
cation services are implemented. 


ll. The Fingerprinting Plans 


To provide registered bank transfer agents with 
access to the FBI during its one-year suspension 





2See Securities Exchange Act Release Nos. 
12566 (June 22, 1976), 41 F.R. 27792 (July 6, 
1976); 12609 (July 8, 1976), 8 S.E.C. Docket 1053 
(July 21, 1976); 12687 (August 4, 1976), 41 F.R. 
34135 (August 12, 1976); 12911 (October 2, 
1976), 41 F.R. 47120 (October 27, 1976); and 
13105 (December 23, 1976), 42 F.R. 753 (January 
4, 1977). 


386 Stat. 1115 (1973). 


4Letter dated September 1, 1981, from Mr. Nick F. 
Stames, Assistant Director, FBI Identification Divi- 
sion, to all fingerprint contributors. 
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of 92-544, the Amex and the NYSE have 
submitted to the Commission amendments to their 
fingerprinting plans that would extend fingerprint 
card services to registered bank transfer agents. 
In addition, the NASD has confirmed to the Com- 
mission by a letter of interpretation that it will ex- 
tend such services to registered bank transfer 
agents under its current fingerprinting plan.§ 


Under the fingerprinting plans, as amended, regis- 
tered bank transfer agents obtain fingerprint cards 
from the appropriate exchange or the NASD,® 
have the fingerprints rolled by a person competent 
to do so and return the rolled cards to the ex- 
change or the NASD. The exchange or the NASD, 
in turn, will forward the cards to the FBI for identifi- 
cation and appropriate processing. Following proc- 
essing, the cards, together with any relevant infor- 
mation, will be returned to the transfer agent that 
originally submitted the cards. 


Under these new procedures, registered bank 
transfer agents that perform transfer agent func- 
tions for securities issues traded solely on the 
Amex, or the NYSE, or over-the-counter must use 
the fingerprinting plan of the Amex, NYSE or the 
NASD, as the case may be. Registered bank 
transfer agents that perform transfer agent func- 
tions for securities issues that are listed or traded 
in more than one of those marketplaces have the 
option to use a fingerprinting plan of any of the rel- 
evant self-regulatory organizations. In addition, 
registered bank transfer agents that perform trans- 
fer agent functions only for securities issues listed 


5Letter dated October 5, 1981, from John T. Wall, 
Executive Vice President, Member and Market 
Services, NASD, to Marc L. Weinberg, Esq., of the 
Commission's staff. 


6 The FBI has indicated to the staff of the Commis- 
sion that rolled fingerprint cards that accumulate 
between October 1, 1981, and the effective date of 
this Release, will be accepted by the FBI for iden- 
tification and appropriate processing if they are 
submitted to the FBI through the Amex, NYSE or 
NASD. After the effective date of this Release, 
registered bank transfer agents must obtain blank 
fingerprint cards from, and submit rolled cards to, 
the Amex, NYSE or NASD. Any other rolled finger- 
print cards or blank fingerprint card requests will 
be rejected by the FBI. 
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solely on a national securities exchange other 
than the Amex or NYSE must use the finger- 
printing plan of the NASD, until such time as those 
other national securities exchanges extend their 
fingerprint plans to transfer agents. 


The Commission, having due regard for the public 
interest, the protection of investors and the Com- 
mission’s responsibilities under the Act hereby ap- 
proves the amendments to the fingerprinting plans 
of the Amex and NYSE.’ The Commission finds 
that the foregoing action should be effective imme- 
diately in order to continue the effective operation 
of the Commission's fingerprinting program pursu- 
ant to Rule 17f-2(c) under the Act, and that notice 
and public comment are not necessary. Accord- 
ingly, the amendments are effective immediately. 


lll. Statutory Basis and Competitive Considera- 
tions 


The approval of the amendments to the Amex and 
NYSE fingerprinting plans is made pursuant to 
Sections 2, 17(f) and 23(a) of the Act (15 U.S.C. 
§§78b, 78q(f) and 78w(a)). The Commission has 
determined that the amendments impose no bur- 
den on competition not necessary or appropriate 
in furtherance of the purposes of the Act and are 
not inconsistent with the public interest or the pro- 
tection of investors. 


For the Commission, by the Division of Market 
Regulation, pursuant to Delegated Authority. 


George A. Fitzsimmons 
Secretary 








7To ensure that all registered bank transfer agents 
are informed of this action, the Board of Governors 
of the Federal Reserve System, Federal Deposit 
Insurance Corporation and the Office of the Comp- 
troller of the Currency are sending a written notice 
to all registered bank transfer agents within their 
respective regulatory jurisdictions. In addition, the 
FBI is sending a similar notice to all banks that, in 
the past, have forwarded fingerprints directly to 
the FBI pursuant to 92-544. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18171/October 14, 1981 


A notice has been issued giving interested per- 
sons until November 4, 1981 to comment on the 
application of the Cincinnati Stock Exchange for 
unlisted trading privileges in the common stock 
($1 Par Value) of ANHEUSER-BUSCH COM- 
PANIES, INC. which is listed and registered on 
one or more other national securities exchanges 
and is reported in the consolidated transaction re- 
porting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18172/October 15, 198% 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING 
BOARD 

Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-81-9) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On June 1, 1981, the Municipal Securities Rule- 
making Board (the “MSRB”) filed with the Com- 
mission, pursuant to Section 19(b)(1) of the Secu- 
rities Exchange Act of 1934, 15 U.S.C. 78s(b)(1) 
(the “Act’’) and Rule 19b—4 thereunder, copies of 
a proposed rule change to amend its uniform prac- 
tice rule, MSRB rule G-12. The proposa! would 
provide a right of reclamation in the event that a 
transaction not specified to involve registered se- 
curities is completed by the delivery and accept- 
ance of registered securities. The proposed rule 
change would establish a time limit of one busi- 
ness day from the date of delivery of the securities 
for reclamation. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
release (Securities Exchange Act Release No. 
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17849 (June 5, 1981)), and by publication in the 
Federal Register (46 FR 30947 (1981)). One 
comment letter with respect to the proposed rule 
change was received by the Commission and was 
made available to the public at the Commission’s 
Public Reference Room.* The comment letter sup- 
ported the proposed rule change. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to the MSRB and in particular, the require- 
ments of Section 15B and the rules and regula- 
tions thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE OF 1934 
Release No. 18173/October 15, 1981 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING 
BOARD 

Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-81-12) 


ORDER APPROVING PROPOSED RULE 
CHANGE 





*Letter to George A. Fitzsimmons, Secretary, Se- 
curities and Exchange Commission from Henry C. 
Alexander and Joseph C. Fenner, Co-Chairmen, 
Operations and Compliance Committee, Public 
Securities Association (June 30, 1981). 
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On September 1, 1981, the Municipal Securities 
Rulemaking Board (the “MSRB’”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78s(b)(1) (the “Act’”) and Rule 19b—4 thereunder, 
copies of a proposed rule change which would 
amend MSRB rule G-6 relating to the fidelity 
bonding requirements for municipal securities bro- 
kers and municipal securities dealers. Rule G-6 
currently provides that municipal securities bro- 
kers and municipal securities dealers will not be 
qualified for purposes of MSRB rule G-2 (Stand- 
ards of Professional Qualification) unless such 
municipal securities brokers and municipal securi- 
ties dealers meet the fidelity bonding requirements 
of the National Association of Securities Dealers, 
Inc. or Rule 15b10-11 of the Act, as applicable, as 
such requirements were in effect on January 10, 
1977. The proposed rule change deletes the refer- 
ence to a specific date and clarifies that municipal 
securities brokers and municipal securities dealers 
must meet the applicable fidelity bonding require- 
ments as currently in effect and as amended in the 
future. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
18080, September 4, 1981) and by publication in 
the Federal Register (46 FR 45457, September 
11, 1981). No comments with respect to the pro- 
posed rule change have been received by the 
Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to the MSRB, and, in particular, the re- 
quirements of Section 15B and the rules and regu- 
lations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22223/October 8, 1981 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6538) 


ORDER RELEASING JURISDICTION OVER 
TERMS AND CONDITIONS, FEES AND EX- 
PENSES RELATING TO THE SALE OF FIRST 
MORTGAGE BONDS 


Alabama Power Company (‘Alabama’), an elec- 
tric utility subsidiary of The Southern Company, a 
registered holding company, has filed with this 
Commission a further post effective amendment to 
its application-deciaration previously filed and 
amended pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (‘Act’) and 
Rules 42 and 50(a)(5) thereunder. 


By prior order in this proceeding dated April 7, 
1981 (HCAR No. 21994), Alabama was authorized 
to issue and sell at competitive bidding up to 
$200,000,000 aggregate principal amount of first 
mortgage bonds and $50,000,000 of preferred 
stock. That order authorized Alabama to issue up 
to $100,000,000 principal amount of an initial 
series of bonds in or subsequent to April, 1981, 
and up to $100,000,000 principal amount of addi- 
tional series of bonds not later than August 31, 
1981. Pursuant to such authorization, Alabama is- 
sued and sold $75,000,000 principal amount of 
bonds in April 1981. By Commission order dated 
August 31, 1981 (HCAR No. 22180) the period 
during which the remaining $123,000,000 of bonds 
could be issued and sold was extended through 
October 31, 1981. The Commission authorized 
Alabama by order dated October 5, 1981 (HCAR 
No. 22222), to select an investment banking firm 
or firms to act as manager or co-manager to form 
a group of underwriters and dealers to effect a 
public offering of up to $125,000,000 of Alabama’s 
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first mortgage bonds and releasing jurisdiction 
over Alabama’s proposed exception from the com- 
petitive bidding provisions of Rule 50(a)(5). 


The order of October 5, 1981 (HCAR No. 22222), 
continued the reservation of jurisdiction over the 
terms and conditions, fees and expenses related 
to Alabama’s proposed sale of up to $125,000,000 
of first mortgage bonds. 


Alabama has filed a subsequent post-effective 
amendment in this proceeding informing the Com- 
mission that Alabama has executed a contract, 
subject to approval of this Commission, with an 
underwriting group that has been formed to market 
Alabama's first mortgage bonds. The underwriting 
syndicate has contracted to purchase 
$100,000,000 of Alabama's first mortgage bonds 
for public distribution. The bonds will be sold at an 
interest rate of 18.25% and a price to the company 
of 99.25% resulting in an effective cost to the com- 
pany of 18.44%. Under the initial offering price, 
the concession to dealers would be $.40 including 
a reallowance concession of $.25 and manage- 
ment compensation of $.15. 


It is found that, under current conditions, both the 
price to be received by Alabama and the under- 
writing compensation provided for in the contracts 
for sale of first mortgage bonds are reasonable 
and that all of the requirements of the Act and the 
rules promulgated thereunder, including the re- 
quirements of Section 7(d), are satisfied. 


In addition to the underwriters’ and dealers’ com- 
mission stated above, the fees, commissions and 
expenses to be incurred in connection with the 
proposed transactions are estimated to be 
$427,000, plus $26,000 for bidders’ counsel, as 
stated in the Commission order dated September 
18, 1981 (HCAR No. 22197). 


Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act 
and the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the application provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act; 
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IT IS FURTHER ORDERED that jurisdiction re- 
served in the Commission order dated October 5, 
1981 (HCAR No. 22222) with respect to the terms 
and conditions, fees and expenses related to 
Alabama’s proposed bond sale be, and it hereby 
is, released effective forthwith. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22224/October 8, 1981 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
25 Research Drive 
Westborough, Massachusetts 01581 


(70-5750) 


NOTICE OF PROPOSED EXTENSION OF TIME 
TO ISSUE AND SELL SHORT-TERM NOTES TO 
BANKS 


New England Electric System (“NEES”), a regis- 
tered holding company, has filed with this Com- 
mission a post-effective amendment to its 
application-declaration in this proceeding pursuant 
to Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘Act’). 


By orders in this proceeding dated December 1, 
1975, May 23, 1977, December 18, 1978, Decem- 
ber 6, 1979, and November 5, 1980 (HCAR Nos. 
19272, 20047, 20834, 21330, and 21776), NEES 
was authorized to issue and sell short-term notes 
to banks through December 31, 1981, in an aggre- 
gate amount not to exceed $50,000,000 outstand- 
ing at any one time. NEES now proposes that 
such borrowing authority be extended through De- 
cember 31, 1982. 
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The application-declaration, as now amended, and 
any further amendments thereto are available for 
public inspection through the Commission's Office 
of Public Reference. Interested persons wishing to 
comment or request a hearing should submit their 
views in writing by November 9, 1981, to the Sec- 
retary, Securities and Exchange Commission, 
Washington, D.C. 20549, and serve a copy on the 
applicant-declarant at the address specified 
above. Proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed 
with the request. Any request for a hearing shall 
identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, if ordered, and will receive 
a copy of any notice or order issued in this matter. 
After said date, the application-declaration, as 
now amended or as it may be further amended, 
may be granted and permitted to become effec- 
tive. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22225/October 8, 1981 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


(70-6644) 


NOTICE OF PROPOSED FINANCING OF NU- 
CLEAR FUEL BY MEANS OF A LEASING AR- 
RANGEMENT 


Arkansas Power & Light Company (‘Arkansas’), 
an electric utility subsidiary company of Middle 
South Utilities, Inc. a registered holding company, 
has filed an application with this Commission pur- 
suant to Sections 9(a) and 10 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’). 
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Arkansas is currently leasing the Nuclear Fuel, 
including facilities incident to its use (“Nuclear 
Fuel’), required for both Units at its Arkansas Nu- 
clear One Generating Station (‘‘ANO’’) from 
Russell Energy, Inc. (‘Russell’), pursuant to Com- 
mission authorization (File No. 70-6544). At Au- 
gust 3, 1981, $126,177,425 of Nuclear Fuel was 
subject to that lease. In order to diversify its leas- 
ing arrangements, Arkansas now proposed to en- 
ter into a lease with Ozark Fuel Corporation, a 
nonassociated Delaware corporation (“Fuel Com- 
pany’’), of the Nuclear Fuel required for the gener- 
ation of electric energy by Unit No. 2 of ANO. The 
Fuel Company will acquire from Russell, or from 
Arkansas following its acquisition from Russell, 
the Nuclear Fuel presently owned by Russell 
which will be used for Unit No. 2 of ANO. After 
such acquisition, Russell will reduce from 
$130,000,000 to $75,000,000 the amount of the 
commitment of Bank of America National Trust & 
Savings Association (“B of A’) under a Credit 
Agreement between Russell and B of A, under 
which Russell obtains funds to acquire Nuclear 
Fuel for leasing. The fuel leased from Russell will 
be the fuel required for Unit No. 1 at ANO. 


Upon the consummation of the proposed transac- 
tion, the maximum commitment of Russell and the 
Fuel Company to make payment for Nuclear Fuel 
for ANO will be $148,000,000. The amount of 
Russell's current commitment is $129,000,000. 
Arkansas has determined that the $129,000,000 
commitment is insufficient to provide for the total 
cost of Nuclear Fuel for ANO. The maximum com- 
mitment of the Fuel Company to make payments 
for Nuclear Fuel will be $74,000,000 at any one 
time outstanding. The term of the Lease with Fuel 
Company will be through September 1, 1984; on 
September 1, 1982 and on each succeeding Sep- 
tember 1, the remainder of the term will automati- 
cally be extended for an additional year, unless ei- 
ther party gives prior written notice of termination. 
In any event, the Lease will terminate no later than 
September 1, 2018. Arkansas may terminate the 
Lease at any time. The Fuel Company may termi- 
nate the Lease under certain circumstances. 
Arkansas has been advised that, based on certain 
assumptions, the net effective annual interest cost 
to the Fuel Company would range from 18.89% to 
23.01%. Under the terms of the Lease the amount 
of the quarterly lease payments by Arkansas will 
be measured by, among other things, the amount 
of costs incurred by the Fuel Company in connec- 
tion with its acquisition, ownership, and proc- 
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essing of the Nuclear Fuel. 


The application and any amendments thereto are 
available for public inspection through the Com- 
mission’s Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by November 
4, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicant at the address 
specified above. Proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should 
be filed with the request. Any request for a hearing 
shall identify specifically the issues of fact or law 
that are disputed. A person who so requests will 
be notified of any hearing, if ordered, and will re- 
ceive a copy of any notice or order issued in this 
matter. After said date, the application, as filed or 
as it may be amended, may be granted. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22226/October 8, 1981 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


(70-6047) 


NOTICE OF PROPOSAL TO EXTEND PERIOD 
DURING WHICH COMMON STOCK MAY BE IS- 
SUED AND SOLD TO TRUSTEE UNDER AN EM- 
PLOYEE STOCK OWNERSHIP PLAN 


Middle South Utilities, Inc. (“Middle South”), a reg- 
istered holding company, has filed with this Com- 
mission a post-effective amendment to its 
application-declaration in this proceeding pursuant 
to Sections 6(a) and 7 of the Public Utility Holding 
Company act of 1935 (‘Act’) and Rule 50(a)(5) 
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promulgated thereunder. 


By orders dated September 20, 1977, January 30, 
1979, and June 25, 1980, in this proceeding 
(HCAR Nos. 20183, 20904, and 21641), Middle 
South was authorized to make available, issue, 
and sell, for acquisition by First National Bank of 
Commerce, New Orleans, Louisiana, as Trustee 
(“Trustee”) under the Employee Stock Ownership 
Plan of Middle South Utilities, Inc. and Subsidiar- 
ies (‘Plan’), directly from Middle South, through 
January 31, 1982, up to 300,000 authorized but 
unissued shares of its Common Stock, $5 par 
value (“Additional Stock’). Middle South now pro- 
poses to extend the period from January 31, 1982, 
to December 31, 1983, during which Middle South 
may offer, issue, and sell the Additional Stock di- 
rectly to the Trustee under the Plan. Middle South 
currently estimates that the balance of the Addi- 
tional Stock remaining unissued as of September 
24, 1981, namely 69,114 shares, should be suffi- 
cient, based upon the recent market value of its 
common stock and Middle South's current tax po- 
sition, to satisfy the requirements of the Plan 
through December 31, 1983. The proceeds de- 
rived by Middle South through the issuance and 
sale of the balance of the Additional Stock will be 
applied toward the reduction of the then outstand- 
ing bank loans and for other corporate purposes. 


The application-declaration, as now amended, and 
any further amendments thereto are available for 
public inspection through the Commission's Office 
of Public Reference. Interested persons wishing to 
comment or request a hearing should submit their 
views in writing by November 3, 1981, to the Sec- 
retary, Securities and Exchange Commission, 
Washington, D.C. 20549, and serve a copy on the 
applicant-declarant at the address specified 
above. Proof of service (by affidavit or, in the case 
of an attorney at law, by certificate) should be filed 
with the request. Any request for a hearing shall 
identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, if ordered, and will receive 
a copy of any notice or order issued in this matter. 
After said date, the application-declaration, as 
now amended or as it may be further amended, 
may be granted and permitted to become effec- 
tive. 


For the Commission, by the Division of Corporate 
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Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 22227/October 8, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6355/October 8, 1981 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 22228/October 9, 1981 


In the Matter of 


SYSTEM FUELS, INC. 
LOUISIANA POWER & LIGHT COMPANY 
MIDDLE SOUTH ENERGY, INC. 

NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


(70-6208) 


SUPPLEMENTAL ORDER AUTHORIZING EX- 
TENSION OF TIME FOR THE ISSUANCE AND 
SALE OF COMMERCIAL PAPER BY A NON- 
UTILITY SUBSIDIARY TO FINANCE NUCLEAR 
FUEL PROCUREMENT 


Arkansas Power & Light Company, Louisiana 
Power & Light Company, Mississippi Power & 
Light Company, and New Orleans Public Service 
Inc., (collectively referred to as “Operating 
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Companies”), and Middle South Energy, Inc., all 
subsidiary companies of Middle South Utilities, 
Inc., a registered holding company, and System 
Fuels, Inc. (“SFI’’), a jointly-owned non-utility sub- 
sidiary company of the Operating Companies, 
have filed with this Commission a post-effective 
amendment to the declaration in this proceeding 
pursuant to Sections 6(a) and 7 of the Public Utili- 
ty Holding Company Act of 1935 (‘Act’). 


Pursuant to the Commission's order in the pro- 
ceeding dated October 31, 1978 (HCAR No. 
20753), SFI has entered into a Participation 
Agreement, dated as of October 31, 1978, as 
amended (‘Participation Agreement’), between 
SFI and The Aetna Casualty and Surety Company 
(“Aetna”) whereby SFI may issue its commercial 
paper notes (“Notes’’) and Aetna, under a Bond of 
Indemnity (“Bond”), undertakes to pay any Note in 
the event that SFI does not pay any such note 
when presented. The maximum principal amount 
of the Notes outstanding at any one time may not 
exceed $60,000,000, less the amount, if any, of 
Notes paid by Aetna for which Aetna shall not 
have been reimbursed. 


Aetna, with SFI’s consent, has elected to extend 
the term of the Bond, and, therefore, the term of 
the Participation Agreement, through the twelve- 
month period ending October 31, 1983. SFI pro- 
poses to continue to issue Notes past the original 
October 31, 1981 termination date and through the 
extended term. No changes in the transactions 
previously authorized, other than the extension of 
the term, have been or are expected to be ef- 
fected. Authorization is further requested to permit 
SFI to continue to issue Notes pursuant to the ar- 
rangement during further twelve-month extensions 
of the Participation Agreement without seeking fur- 
ther Commission authorization prior to entering 
such twelve-month extensions. SFI believes that 
such a procedure would avoid the administrative 
necessity of making subsequent filings with the 
Commission concerning these transactions and 
would permit SFI to avoid placing its nuclear-fuel 
financing in doubt and adopting contingency 
mechanisms in the event timely Commission ap- 
proval is not obtained for such further extensions. 


Due notice of the filing of said post-effective 
amendment to the declaration has been given in 
the manner prescribed in Rule 23 promulgated un- 
der the Act (HCAR No. 22189), and no hearing 
has been requested of or ordered by the Commis- 
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sion. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as now amended, be, and it hiereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 22229/October 14, 1981 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG COAL COMPANY 
Clarksburg, West Virginia 


(70-6637) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK, PURCHASE OF COMMON 
STOCK, PURCHASE OF OPTIONS AND PUR- 
CHASE OF LAND 


Consolidated Natural Gas Company (‘‘Consoli- 
dated”), a registered holding company and CNG 
Coal Company (‘“Coalco’), a wholly-owned coal 
procurement subsidiary of Consolidated, have 
filed an application-declaration pursuant to Sec- 
tions 6(a), 7, 9(a), 10 and 12(f) of the Public Utility 
Holding Company Act of 1935 (‘Act’) and Rules 
43 and 45 thereunder. 


Consolidated and its subsidiaries have been and 
are continuing to develop and plan for eventual 
production of synthetic natural gas through coal 
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gasification. Nevertheless, Consolidated is not yet 
ready to commit itself to a coal gasification project 
producing major volumes of synthetic natural gas. 
However, Consolidated believes that a site upon 
which two full-sized coal gasification plants could 
be accommodated must be acquired at this time. 
After evaluating over eighty plant sites in the past 
six years, a site was selected in Mason County, 
West Virginia on the Ohio River four miles north of 
Point Pleasant. Applicants-declarants state that 
this site is one of few in the Ohio River Valley area 
that will support a large, commercial coal gasifica- 
tion operation. It is in an air quality attainment 
area, has abundant water supply, and can receive 
coal by either barge or rail. The site is within the 
four-state territory in which Consolidated markets 
natural gas and is proximate to its coal reserves in 
Greene County, Pennsylvania and Marshall Coun- 
ty, West Virginia. 


Consolidated, through its subsidiary, Consolidated 
Gas Supply Corporation (“Supply Corporation’), 
has acquired options to purchase 1005 acres of 
land at the Point Pleasant site for about 
$1,795,000. The first of these options will expire 
on October 21, 1981. The optioned acreage com- 
prises strategic and key parcels within the 
1200-plus acre plant site area and includes 4,200 
feet of river front property. In addition, Supply Cor- 
poration is negotiating to acquire about 1200 addi- 
tional acres south of the plant site to serve as a 
slag reclamation area. Supply Corporation pro- 
poses to transfer to Coalco its options to purchase 
this acreage. Such transfer would be effected in 
time for Coalco to exercise the initial option and 
thus avoid potential regulatory problems and taxes 
that otherwise might accompany a subsequent 
transfer of the site acreage from Supply Corpora- 
tion to Coalco. 


At July 31, 1981, Supply Corporation’s expendi- 
tures relative to the Options to purchase the Point 
Pleasant site and related acquisition costs totalled 
$1,136,000. 


From August 1, 1981 and extending through May 
1982, the investment needed to acquire land by 
exercising current options and to extend other op- 
tions by renewal will be $1,612,000. 


Expenditures through May 1982 will total 
$3,600,000. The proposed financial transactions 
are as follows: 
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1. Coalco will issue and deliver 27,480 
shares of its common stock, $100 par 
value, to Consolidated shares aggregat- 
ing $2,748,000 par value, for which 
Consolidated will pay Coalco 
$2,748,000. 


2. Upon transfer by Supply Corporation 
to Coalco of all its right, title and interest 
in and to the option agreements, Coalco 
will reimburse Supply Corporation for 
the expenses incurred by Supply Corpo- 
ration in site evaluation and the acquisi- 
tion of the Point Pleasant options. The 
remainder of the Consolidated invest- 
ment will be used by Coalco to acquire 
title to the remaining parcels of land cur- 
rently under option, to renew the re- 
maining options to be exercised at a 
larger date and to acquire additional 
parcels currently being negotiated. 


3. Consolidated will purchase for cash 
from Coalco, an additional 8520 shares 
of common stock, $100 par value, 
aggregating $852,000, before May 31, 
1982. Coalco will use the proceeds prin- 
cipally for the purchase of additional 
acreage near Point Pleasant, West 
Virginia. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction will not exceed 
$5000. No state commission and no federal com- 
mission, other than this Commission, has jurisdic- 
tion over the proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 22196) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT |S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, be, and it hereby is 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 22230/October 14, 1981 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6635) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF FIRST MORTGAGE BONDS AT COMPETI- 
TIVE BIDDING AND RESERVING CERTAIN JU- 
RISDICTION 


Louisiana Power & Light Company (‘Louisiana’), 
an electric utility subsidiary of Middle South Utili- 
ties, Inc., a registered holding company, has filed 
a declaration with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rule 50 there- 
under. 


Louisiana proposes to issue and sell up to 
$175,000,000 principal amount of its first mort- 
gage bonds in one or more series from time to 
time not later than April 14, 1982. Louisiana pres- 
ently proposes to issue and sell not more than 
$100,000,000 principal amount of said bonds in a 
single series in October 1981. The terms will be 
determined by competitive bidding. The bonds will 
be issued under the company’s Mortgage and 
Deed of Trust, dated as of April 1, 1944, as here- 
tofore supplemented and as to be further supple- 
mented by supplemental indentures to be dated as 
of the first day of the month in which each series 
of bonds is issued. 


Louisiana also intends to establish one or more 
new series of its Preferred Stock, Cumulative, 
$100 par value and/or its Preferred Stock, Cumu- 
lative, $25 par value, having an aggregate par 


Volume 23, No. 15, October 27, 1981 





value of not more than $50,000,000, and proposes 
to issue and sell said preferred stock in one or 
more series from time to time no later than April 
14, 1982. The terms of the preferred stock will be 
determined by competitive bidding. The sale of the 
preferred stock in one or more series is expected 
to take place subsequent to the sale of the initial 
series of the bonds. The filing has not been com- 
pleted with respect to the issuance and sale of the 
preferred stock, and, accordingly, jurisdiction will 
be reserved thereover. 


The declaration states that Louisiana may request 
by amendment that the respective sale or sales of 
bonds and/or preferred stock be excepted from the 
competitive bidding requirements of Rule 50, 
should circumstances develop which, in the opin- 
ion of the company, make such exception in the 
best interests of the company and its investors 
and consumers. 


Louisiana will apply the aggregate net proceeds 
derived from the issue and sale of the bonds and 
the preferred stock to the payment at maturity of 
$50,000,000 in principal amount of the company’s 
First Mortgage Bonds, 9-%2% Series due Novem- 
ber 1, 1981, to the payment in part of short-term 
borrowings, to the financing in part of the compa- 
ny’s construction program, and to other corporate 
purposes. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 22182), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT |S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith except 
with respect to matters over which jurisdiction is 
herein reserved, subject to the terms and condi- 
tions prescribes in Rules 24 and 50 promulgated 
under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to: (1) the 
issuance and sale of the preferred stock; (2) any 
change in the terms of the proposed supplemental 
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indenture, as now on file herein; and (3) the fees 
and expenses with respect to the issuance and 
sale of the first mortgage bonds other than the ini- 
tial $100 million of such bonds. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 22231/October 14, 1981 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND POWER COMPANY 
25 Research Drive 

Westborough, Massachusetts 01581 


(70-6648) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF COMMON STOCK AND SHORT-TERM 
NOTES BY NEWLY ORGANIZED PUBLIC- 
UTILITY SUBSIDIARY AND INTRASYSTEM 
SALE OF UTILITY ASSETS 


New England Electric System (“NEES”), a regis- 
tered holding company, and New England Power 
Company (“NEP”), a public-utility subsidiary of 
NEES, have filed an application-declaration with 
this Commission pursuant to Sections 6(a), 7, 
9(a), 10, and 12(f) of the Public Utility Holding 
Company Act of 1935 (“‘Act) and Rule 43 thereun- 
der. 


NEP’s business is that of generating, purchasing, 
transmitting, and selling electric energy in whole- 
sale quantities, principally to distribution subsidiar- 
ies within the NEES System. NEP is a member of 
the New England Power Pool (“NEPOOL”) which, 
under the NEPOOL Agreement, provides for the 
coordination of planning and operation of the gen- 
eration and transmission facilities of its members. 
Approximately 99% of the generating capacity in 
New England is represented in NEPOOL. 
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NEPOOL is negotiating a major transmission inter- 
connection between New England and the Prov- 
ince of Quebec. The initial intertie will be capable 
of exchanging 600 MW between the systems of 
Hydro-Quebec and NEPOOL. A possible exten- 
sion would increase the capability of the intertie to 
a total of 2000 MW. The transmission line from the 
Canadian border to Comerford, New Hampshire, 
may be located in Vermont or in New Hampshire. 
If the line is located predominantly in Vermont, it 
will be built by Vermont Electric Power Company 
(‘‘VELCO’’). If the line is located in New 
Hampshire, it will be constructed by the NEES 
System. The possible second phase may be later 
constructed extending the lines to Massachusetts. 
It is anticipated that this extension will be built al- 
most entirely on rights-of-way in New Hampshire 
and Massachusetts now owned by NEP and used 
for its transmission lines. 


The construction and operation of the proposed in- 
tertie involves, to a large extent, use of property 
presently owned and operated by NEP. This prop- 
erly includes rights-of-way and transmission lines, 
as well as a contemplated building suite near 
Comerford. For this reason, and because the 
NEES system is one of two NEPOOL members 
operating in New Hampshire that could undertake 
the construction of the necessary facilities, the 
NEES system will undertake completion of those 
facilities located in New Hampshire and Massa- 
chusetts. It is proposed that responsibility for that 
portion of the intertie to be constructed, owned, 
and maintained by the NEES system be put in a 
new corporation, New England Electric Transmis- 
sion Corporation (“NEET’’) which will be a wholly- 
owned subsidiary of NEES. Under a preliminary 
support agreement, NEP (or in its stead NEET) 
and VELCO are authorized to incur preliminary ex- 
penditures of up to an aggregate of $3.5 million 
before the Phase | route is selected. 


In order to supply NEET with funds to conduct 
necessary studies, apply to regulatory authorities 
for requisite permits and licenses, and commence 
right-of-way activities, it is proposed that NEET is- 
sue to NEES $100,000 of capital stock and make 
short-term borrowings from NEES or banks of not 
exceeding $3.5 million. NEET is being organized 
as a public utility having authorized capital stock 
of 300 shares of common stock, one dollar par 
value per share. It is proposed that NEET issue, 
and NEES acquire, 100 shares of such common 
stock at $1,000 per share for an aggregate pur- 
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chase price of $100,000. Borrowings from banks 
and/or NEES will be evidenced by notes payable 
maturing in less than one year from the date of is- 
sue. The effective interest cost of borrowings from 
NEES will be at a rate equivalent to the effective 
interest costs to NEET of borrowings from banks. 
The effective interest costs to NEET with respect 
to the bank borrowings will not be greater than the 
effective interest cost of borrowings at prime with 
compensating balance requirements of 10% of the 
line of credit and 10% of any borrowings thereun- 
der. Based on compensating balance require- 
ments of 10 to 20% or fees equivalent thereto, the 
effective interest cost of bank borrowing would be 
approximately 22% to 24% per annum, based ona 
prime rate of 19-12%. 


Part of the right-of-way, as well as the potential 
sites for a terminal near Comerford, is currently 
owned, either in fee or as easements, by NEP. Al- 
most all of that property was originally acquired in 
the later 1920’s and has been since used in con- 
nection with the transmission of energy from 
NEP’s hydroelectric projects on the Connecticut 
River. Most of this property has increased signifi- 
cantly in value since its acquisition. Under terms 
currently being negotiated with the participating 
utilities, it is proposed that NEP will sell the prop- 
erty and associated rights necessary for the proj- 
ect to NEET at book value. NEET will bill support 
payments on the basis of current fair market value 
at the time of transfer from NEP. All money re- 
ceived by NEET on account of this higher value 
will be remitted or credited to NEP. Alternately, 
NEP may lease the property to NEET at a rental 
based upon current fair market value. In either 
event, the benefits of the increase in value of the 
property or property rights transferred will be pas- 
sed directly to NEP’s customers through either re- 
ductions in payments (expense) under the support 
agreements or as a reduction in revenue require- 
ments. 


The application-declaration and any amendments 
thereto are available for public inspection through 
the Commission's Office of Public Reference. In- 
terested person wishing to comment or request a 
hearing should submit their views in writing by No- 
vember 9, 1981, to the Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549, 
and serve a copy on the applicants-declarants at 
the address specified above. Proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. Any request 
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for a hearing shall identify specifically the issues 
of fact or law that are disputed. A person who so 
requests will be notified of any hearing, if ordered, 
and will receive a copy of any notice or order is- 
sued in this matter. After said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22232/October 14, 1981 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER 
COMPANY 
Shreveport, Louisiana 


(70-6625) 


SUPPLEMENTAL ORDER AUTHORIZING ADDI- 
TIONAL TERMS OF INSTALLMENT SALE 
AGREEMENT FOR FINANCING OF POLLUTION 
CONTROL FACILITIES 


Southwestern Electric Power Company (‘““Compa- 
ny’), an electric utility subsidiary of Central and 
South West Corporation, a registered holding 
company, has filed a post-effective amendment to 
its application-declaration with this Commission 
under Sections 6(a), 7, 9, 10 and 12(d) of the Pub- 
lic Utility Holding Company Act of 1935 (“Act”) 
and Rules 44(b)(3) and 50(a)(5) thereunder. 


By order dated August 20, 1981 (HCAR No. 
22171), the Company was authorized to enter into 
an Installment Sale Agreement (‘Agreement’) 
with the Sabine River Authority of Texas (“Dis- 
trict’) for the financing of pollution control facilities 
(‘Facilities’). Under the Agreement, the District 
will finance the acquisition and construction of the 
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Facilities and related costs through the issuance 
and sale, concurrently with the execution of the 
Agreement, of the District's Pollution Control Rev- 
enue Bonds or Notes (“Bonds”). 


The principal amount of the Bonds to be issued 
has been determined to be $72,500,000. The in- 
terest rate for the Bonds will be 11-¥2 percent, with 
a price to the public of 100 percent, plus accrued 
interest from October 15, 1981 to the date of deliv- 
ery. The underwriters’ discount is 1.73 percent, or 
$1,254,250. Net proceeds to the issuer will be 
98.27 percent, or $71,245,750, plus accrued inter- 
est from October 15, 1981 to the date of delivery. 
The effective interest cost to the Company is ap- 
proximately 11.70 percent. The final maturity date 
of the Bonds is October 1, 1984. The Bonds will be 
non-callable except in certain extraordinary cir- 
cumstances. 


The fees and expenses expected to be incurred in 
connection with the proposed transaction have 
been revised to be $1,020,000. No state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act 
and the rules thereunder are satisfied: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, be, and it hereby is 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 663/October 9, 1981 


The Securities and Exchange Commission has 
issued a notice giving interested persons until Oc- 
tober 30, 1981 to request a hearing on an applica- 
tion by Southern Natural Gas Company, a Dela- 
ware corporation, pursuant to Section 310(b)(1)(ii) 
of the Trust Indenture Act of 1939 declaring that 
the trusteeships of Manufacturers Hanover Trust 
Company (“Manufacturers”) under two indentures, 
both qualified under the Act, and under a trust in- 
denture not requiring qualification under the Act, 
are not so likely to involve a material conflict of in- 
terest as to make it necessary in the public inter- 
est or for the protection of investors to disqualify 
Manufacturers from acting as trustee under any of 
such indentures. 





TRUST INDENTURE ACT OF 1939 
Release No. 664/October 9, 1981 


APPLICATION PURSUANT TO SECTION 
310(b)(1)(ii) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until No- 
vember 2, 1981, to request a hearing on an appli- 
cation by Galaxy Oil Company (‘‘Applicant’’) 
pursuant to Section 310 (b)(1)(ii) of the Trust In- 
denture Act of 1939 declaring that the trusteeship 
of Bank of the Southwest National Association, 
Houston, under an unqualified indenture of Galaxy 
Oil International N.V. (‘International’), a wholly- 
owned subsidiary of the Applicant, is not so likely 
to involve a material conflict of interest as to make 
it necessary to disqualify Bank of the Southwest 
National Association, Houston, from acting as 
trustee under said unregistered indenture or a 
prior indenture of the Applicant relating to its 9% 
Convertible Subordinated Debentures due 1994. 
The unqualified indenture entered into by Inter- 
national relates to an issue of $12,000,000 princi- 
pal amount of 8-2% Convertible Subordinated De- 
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bentures Due 1996 which are guaranteed, on a 
subordinated basis, by the Applicant. Such deben- 
tures have been offered and sold wholly outside of 
the United States and to persons who are not citi- 
zens or residents thereof or therein, and any offer 
or sale of such debentures in the United States 
may constitute a violation of United States law if 
made within 90 days after distribution of such de- 
bentures has been completed. 





TRUST INDENTURE ACT OF 1939 
Release No. 665/October 9, 1981 


APPLICATION PURSUANT TO SECTION 
310(b)(1)(ii) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until No- 
vember 2, 1981 to request a hearing on an appli- 
‘cation by Dart & Kraft, Inc. and Dart Industries Inc. 
(“Applicant”) pursuant to Section 310 (b) (1) (ii) of 
the Trust Indenture Act of 1939 declaring that the 
trusteeship of Morgan Guaranty Trust Company of 
New York (“Morgan Guaranty’) under a qualified 
and an unqualified indenture of Dart Industries Inc. 
is not so likely to involve a material conflict of in- 
terest as to make it necessary to disqualify 
Morgan Guaranty from acting as trustee under 
said indentures. 


The unqualified indenture entered into by Dart In- 
dustries Inc. relates to an issue of $20,000,000 
principal amount of 4-%4% Subordinated Deben- 
tures Due 1987 which are guaranteed, on a subor- 
dinated basis, by the Applicant. Such debentures 
have been offered and sold wholly outside of the 
United States and to persons who are not citizens 
or residents thereof or therein. The qualified de- 
benture relates to a domestic issue of $60,000,000 
principal amount of 4%% Subordinated Deben- 
tures Due 1997. 
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TRUST INDENTURE ACT OF 1939 
Release No. 666/October 15, 1981 


The Securities and Exchange Commission has is- 
sued an order under the Trust Indenture Act (the 
“Act’) on application from International Harvester 
Company (the ‘“Company’’) that the trusteeship of 
Sterling National Bank and Trust Company of New 
York under two specified indentures of the Com- 
pany is not so likely to involve a material conflict of 
interest as to make it necessary to disqualify Ster- 
ling from acting as trustee under either of such in- 
dentures. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11982/October 8, 1981 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 18162/October 8, 1981 





INVESTMENT COMPANY -CT OF 1940 
Release No. 11983/October 8, 1981 


SEE 


SECURITIES ACT OF 1933 
Release No. 6355/October 8, 1981 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11984/October 9, 1981 


In the Matter of 


COMMONWEALTH TRADING BANK 
OF AUSTRALIA 

c/o William Mellon Eaton, Esquire 

Eaton, Van Winkle & Greenspoon 

600 Third Avenue 

New York, New York 10016 


(812-4969) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANT FROM ALL PRO- 
VISIONS OF THE ACT. 


NOTICE IS HEREBY GIVEN that Commonwealth 
Trading Bank of Australia (‘Applicant’) filed an 
application on September 11, 1981 and an amend- 
ment thereto on September 30, 1981, for an order 
of the Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘‘Act’’) ex- 
empting Applicant from all the provisions of the 
Act. All interested persons are referred to the ap- 
plication on file with the Commission for a state- 
ment of the representations contained therein, 
which are summarized below. 


Applicant, whose principal office is located at Pitt 
and Martin Place, Sydney, Australia, is a corpora- 
tion owned by the Commonwealth of Australia and 
is the successor to Commonwealth Bank of 
Australia, which was formed in 1911. Applicant 
states that it is one of the six principal commercial 
check-paying banks of Australia which together 
hold over 90% of trading bank deposits in 
Australia. At December 31, 1980 Applicant’s de- 
posits totalled approximately $7.7 billion; its total 
assets were in excess of $10 billion, and it had 
outstanding advances to customers of more than 
$5.2 billion (Applicant had approximately 
1,131,000 customer accounts). Applicant offers 
extensive banking services, including, among oth- 
ers, checking account facilities, acceptance of 
short-term interest-bearing deposits, and the issu- 
ance of marketable certificates of deposit. It has 
overseas branches in Papua, New Guinea, the 
United Kingdom and New York, and maintains an 
agency in Los Angeles and representative offices 
in Hong Kong, Tokyo and Singapore. Applicant’s 
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overseas operations include overseas receipts, 
overseas payments, documentary letters of credit, 
trade introductions, trade financing and technical 
services, foreign investment in Australia, foreign 
currency loans, foreign exchange forward ex- 
change cover, foreign currency hedging and over- 
seas travellers’ currency requirements. 


Applicant states that it is owned and capitalized by 
the Commonwealth of Australia, and that its affairs 
are managed by its General Manager in accord- 
ance with policy determined by the Common- 
wealth Banking Corporation, a board of govern- 
ment and government appointed officials. 
Applicant asserts that its activities are extensively 
regulated and controlled by Australia’s central 
bank, the Reserve Bank of Australia (the “Reserve 
Bank’), which regulates bank liquidity and with 
which Applicant is required to maintain a Statutory 
Reserve Deposit account in such amount as the 
Reserve Bank shall determine from time to time. 
According to Applicant, the Reserve Bank also de- 
termines the general lending policies of ail Austra- 
lian banks and gives directions as to the purposes 
for which advances may, or may not, be made. 
Furthermore, Applicant states that the Reserve 
Bank supervises and closely controls foreign ex- 
change dealings of, and administers exchange 
control regulations for, all Australian banks. More- 
over, Applicant must provide the Reserve Bank 
with specified statistical and financial information 
about its business, and such other information 
about its business as the Reserve Bank directs. In 
addition, the Australian Auditor-General audits Ap- 
plicant and is required under the Banking Act of 
1959 to investigate periodically Applicant's books, 
accounts and transactions and, at the direction of 
the Treasurer of Australia, to furnish reports to him 
and the Reserve Bank concerning Applicant’s af- 
fairs. 


Applicant proposes to issue and sell unsecured, 
short-term prime quality commercial paper notes 
(’notes”) in minimum denominations of $100,000 
or more to institutional investors and other compa- 
rable purchasers in the United States who normal- 
ly purchase commercial paper. The notes will not 
be offered for sale to the general public, and will 
not contain any provision for payment on demand, 
extension, renewal, or automatic roll-over at the 
option of either the holders or Applicant. The pro- 
ceeds raised by issuing the notes will be used to 
finance current transactions of Applicant. Appli- 
cant anticipates that it will not have outstanding in 
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the United States notes in excess of an aggregate 
principal amount of $400 million at any one time. 


The applicant states that the notes will rank pari 
passu among themsevles and equally with other 
unsecured indebtedness (including deposit liabili- 
ties) of Applicant. Applicant plans to sell the notes 
without registration under the Securities Act of 
1933 (‘Securities Act’), in reliance upon an opin- 
ion of its United States counsel that the offering 
will qualify for the exemption from the registration 
requirements of the Securities Act provided for 
certain short-term commercial paper by Section 
3(a)(3) thereof. Applicant will not issue its notes 
until it has received such an opinion. Applicant 
does not request Commission review or approval 
of such opinion letter and the Commission ex- 
presses no opinion as to the availability of any 
such exemption. Applicant further represents that 
the presently proposed issue of notes and any fu- 
ture issue of debt securities in the United States 
shall have received, prior to issuance, one of the 
three highest investment grade ratings from at 
least one nationally recognized statistical rating 
organization, and that its United States counsel 
shall have certified that such rating has been re- 
ceived. 


Applicant undertakes to ensure that each offeree 
who has indicated an interest in the notes, prior to 
any sale of notes to such offeree, will be provided 
with a memorandum describing Applicant’s busi- 
ness and containing Applicant's most recent pub- 
licly available fiscal year-end balance sheet and 
income statement, which shall have been audited 
by the Australian Auditor-General. Such memo- 
randum will describe the material differences be- 
tween accounting principles applied in the prepa- 
ration of the financial statements therein and 
“generally accepted accounting princples’” appli- 
cable to United States commercial banks. Appli- 
cant represents that such memoranda will be at 
least as comprehensive as those customarily used 
in offering commercial paper in the United States 
and that they will be updated periodically to reflect 
material changes in Applicant’s business and fi- 
nancial condition. Applicant consents to having 
any order granting the relief requested under Sec- 
tion 6(c) of the Act expressly conditioned upon Ap- 
plicant’s compliance with all of its undertakings re- 
garding disclosure documents. Applicant 
represents that any future offering of its debt secu- 
rities in the United States will be made on the ba- 
sis of disclosure documents at least as compre- 
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hensive in their description of Applicant, its 
business and its financial condition as those used 
in the presently proposed offering. In no event will 
such disclosure documents be less comprehen- 
sive than is customary for United States offerings 
of similar debt securities. Except for deposit taking 
or other ordinary commercial banking activities of 
Applicant's branches or agencies in the United 
States which are regulated and supervised by fed- 
eral or state banking authorities, Applicant under- 
takes to ensure that such disclosure documents 
will be provided to each offeree who has indicated 
an interest in the securities then being offered by 
Applicant, prior to any sale of such securities to 
such offeree. 


Applicant represents that it will appoint an agent to 
accept service of process in any action based on 
the notes and instituted in any state or federal 
court by the holder of any of its notes. Applicant 
further represents that it will expressly accept the 
jurisdiction of any state or federal court in the City 
and State of New York with respect to any such 
action. Applicant states that both its appointment 
of an authorized agent for service of process and 
its consent to jurisdiction will be irrevocable until 
all amounts due and to become due with respect 
to the notes have been paid by Applicant. Appli- 
cant will also be subject to suit in any other court 
in the United States which would have jurisdiction 
because of the manner of the offering of the notes 
or otherwise. Applicant similarly represents that it 
will consent to jurisdiction and will appoint an 
agent for service of process in suits arising from 
any other offerings of debt securities that it may 
make in the United States. 


Section 3(a)(3) of the Act defines investment com- 
pany to mean “any issuer which is engaged or 
proposed to engage in the business of investing, 
reinvesting, owning, holding, or trading in securi- 
ties, and owns or proposes to acquire investment 
securities having a value exceeding 40 percent of 
the value of such issuer's total assets (exclusive of 
Government securities and cash items) on an 
unconsolidated basis.” 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities, or transactions, 
from any provision or provisions of the Act or of 
any rule or regulation under the Act, if and to the 
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extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


Applicant requests an order pursuant to Section 
6(c) of the Act exempting it from all provisions of 
the Act because of uncertainty as to whether a for- 
eign commercial bank such as Applicant would be 
considered an investment company as defined un- 
der the Act. Applicant states that, among other 
things, compliance by it with a number of substan- 
tive provisions of the Act would, as a practical 
matter, conflict with its operation as a bank and 
that Applicant would thus be effectively precluded 
from selling securities in the United States if it 
were required to register as an investment compa- 
ny and comply with such provisions of the Act. Ap- 
plicant further submits that an exemptive order 
pursuant to Section 6(c) of the Act would benefit 
institutional and other sophisticated investors in 
the United States because they would otherwise 
be precluded from purchasing Applicant's com- 
mercial paper notes. Applicant additionally argues 
that its activities are extensively regulated by Aus- 
tralian banking authorities and that the limitations 
imposed by such banking laws will afford substan- 
tial protection to investors in its debt securities. As 
a closely regulated banking entity, Applicant also 
states that it is different from the type of institution 
that Congress intended the Act to regulate. It is 
asserted that the particular abuses against which 
the Act is directed are not present in Applicant's 
case. Finally, Applicant states that granting its re- 
quested order will not give it an advantage over 
domestic banks in the issuance of commercial pa- 
per. Applicant concludes that granting its re- 
quested exemptive order pursuant to Section 6(c) 
of the Act would be appropriate in the public inter- 
est and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 5, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reasons for such request, and the issues, 
if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
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ton, D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an or- 
der disposing of the application herein will be is- 
sued as of course following said date unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any no- 
tices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release Number 11985/October 13, 1981 


In the Matter of 


FIDELITY FEDERAL RESERVES 
82 Devonshire Street 
Boston, Massachusetts 02109 


(812-4943) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF THE COMMISSION PURSUANT TO 
SECTION 6(c) OF THE INVESTMENT COMPANY 
ACT OF 1940 GRANTING EXEMPTIONS FROM 
THE PROVISIONS OF SECTION 2(a)(41) OF 
THE ACT AND RULES 2a-4 AND 22c-1 THERE- 
UNDER. 


NOTICE IS HEREBY GIVEN that Fidelity Federal 
Reserves (‘Applicant’) filed an application on Au- 
gust 11, 1981, and an amendment thereto on Oc- 
tober 7, 1981, for an order of the Securities and 
Exchange Commission (‘Commission’) pursuant 
to Section 6(c) of the Investment Company Act of 
1940 (The “Act’) exempting Applicant from the 
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provisions of Section 2(a)(41) of the Act and Rules 
2a-—4 and 22c-1 thereunder to the extent neces- 
sary to permit Applicant to compute its net asset 
value per share using the amortized cost method 
of valuing portfolio securities. All interested per- 
sons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant is organized as a business trust under 
the laws of the Commonwealth of Massachusetts, 
and is registered under the Act as an open-end, 
diversified, management investment company. It 
is a no-load, money market fund offering to indi- 
viduals, corporations, fiduciaries and institutions a 
means to invest in a professionally managed port- 
folio of certain money market instruments with the 
objective of seeking as high a level of current in- 
come as is consistent with the preservation of cap- 
ital and liquidity. Applicant states that all of its in- 
vestments will consist of obligations maturing 
within one year from the date of acquisition and 
that the dollar-weighted average portfolio maturity 
of all of its investments will be 120 days or less. 
Applicant will invest in obligations issued or 
guaranteed as to principal and interest by the gov- 
ernment of the United States, its agencies or in- 
strumentalities, and it may also enter into repur- 
chase agreements involving any security in which 
Applicant is permitted to invest. Applicant may 
also enter into commitments to purchase certain of 
these instruments on a ‘“‘when-issued”’ basis. 
There is no limit on the percentage of Applicant’s 
assets that may be so committed. Such securities 
will be carried and treated on Applicant’s books, 
and will be valued in accordance with all the con- 
ditions set forth in Investment Company Act Re- 
lease No. 10666, dated April 18, 1979. The mini- 
mum initial investment in shares of Applicant will 
be $1000 and additional investments may be 
made in amounts of $250 or more. 


Applicant seeks an order of the Commission pur- 
suant to Section 6(c) of the Act exempting it from 
the provisions of Section 2(a)(41) of the Act and 
Rules 2a-4 and 22c-1 thereunder to the extent 
necessary to permit Applicant’s assets to be 
valued according to the amortized cost valuation 
method. Under the amortized cost valuation meth- 
od, portfolio instruments are valued at their cost as 
of the date of acquisition and thereafter assuming 
a constant rate of amortization to maturity of any 
discount or premium, regardless of the impact of 
fluctuating interest rates on the market value of 
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such instruments. 


As here pertinent, Section 2(a)(41) of the Act de- 
fines value to mean: (1) with respect to securities 
for which market quotations are readily available 
the market value of such securities, and (2) with 
respect to other securities and assets, fair value 
as determined in good faith by the board of direc- 
tors. Rule 22c-1 adopted under the Act provides, 
in part, that no registered investment company or 
principal underwriter therefor issuing any redeem- 
able security shall sell, redeem or repurchase any 
such security except at a price based on the cur- 
rent net asset value of such security which is next 
computed after receipt of a tender of such security 
for redemption or of an order to purchase or sell 
such security. 


Rule 2a-—4 adopted under the Act provides, as 
here relevant, that the “current net asset value” of 
a redeemable security issued by a registered in- 
vestment company used in computing its price for 
the purposes of distribution, redemption and re- 
purchase shall be an mount which reflects calcula- 
tions made substantially in accordance with the 
provisions of that rule, with estimates used where 
necessary or appropriate. Rule 2a—4 further states 
that portfolio securities with respect to which mar- 
ket quotations are readily available shall be valued 
at current market value, and other securities and 
assets shall be valued at fair value as determined 
in good faith by the board of directors of the in- 
vestment company. Prior to the filing of the appli- 
cation, the Commission expressed its view that, 
among other things, (1) Rule 2a—4 under the Act 
requires that portfolio instruments of “money mar- 
ket” funds be valued with reference to market fac- 
tors, and (2) it would be inconsistent, generally, 
with the provisions of Rule 2a—4 for a “money 
market” fund to value its portfolio instruments on 
an amortized cost basis (Investment Company Act 
Release No. 9786, May 31 1977). 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities or transactions, 
from any provision or provisions of the Act or of 
any rule or regulation thereunder, if and to the ex- 
tent that such exemption is necessary or appropri- 
ate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 
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Applicant states that it has been management's 
experience that in order to attract and retain in- 
vestments Applicant must have a stable net asset 
value (preferably at $1.00 per share) and a con- 
stant and steady flow of investment income. Appli- 
cant believes that the valuation of its portfolio se- 
curities on the amortized cost basis will benefit 
shareholders by enabling it to maintain a constant 
$1.00 per share purchase and redemption price, 
while at the same time providing shareholders with 
a steady flow of investment income through daily 
dividends which reflect Applicant's net income as 
earned. 


Applicant states that its Trustees have determined 
in good faith that in light of the characteristics of 
the Applicant as described above and absent un- 
usual or extraordinary circumstances, the amor- 
tized cost method of valuing portfolio securities is 
appropriate and preferable for Applicant and re- 
flects the fair value of such securities. It is Appli- 
cant’s experience that given the nature of Appli- 
cant’s policies and operations, there will be 
relatively negligible discrepancy between prices 
obtained by market value methods and amortized 
cost. 


Applicant has agreed that the following conditions 
may be imposed in any order of the Commission 
granting the exemptive relief requested: 


1. In supervising the operations of Applicant and 
delegating special responsibilities involving portfo- 
lio management to Applicant’s investment adviser, 
Applicant's board of trustees undertakes—as a 
particular responsibility within its overall duty of 
care owed to Applicant's shareholders—to estab- 
lish procedures reasonably designed, taking into 
account current market conditions and the Appli- 
cant’s investment objectives, to stabilize Appli- 
cant’s net asset value per share, as computed for 
the purpose of distribution, redemption and repur- 
chase, at $1.00 per share. 


2. Included within the procedures to be adopted by 
the board of trustees shall be the following: 


(a) Review by the board of trustees, as it 
deems appropriate and at such intervals 
as are reasonable in light of current 
market conditions, to determine the ex- 
tent of deviation, if any, of the net asset 
value per share as determined by using 
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available market quotations from Appli- 
cant’s $1.00 amortized cost price per 
share, and maintenance of records of 
such review.' 


(b) In the event such deviation from Ap- 
plicant’s $1.00 amortized cost price per 
share exceeds ‘2 of 1 percent, a re- 
quirement that the board of trustees will 
promptly consider what action, if any, 
should be initiated. 


(c) Where the board of trustees believes 
that the extent of any deviation from Ap- 
plicant’s $1.00 amortized cost price per 
share may result in material dilution or 
other unfair results to investors or ex- 
isting shareholders, it shall take such 
action as it deems appropriate to elimi- 
nate or to reduce to the extent reason- 
ably practicable such dilution or unfair 
results, which action may include: re- 
deeming shares in kind, selling portfolio 
instruments prior to maturity to realize 
capital gains or losses, or to shorten 
Applicant’s average portfolio maturity, 
withholding dividends; or utilizing a net 
asset value per share as determined by 
using available market quotations. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share, 
provided, however, that Applicant will not (a) pur- 
chase any instrument with a remaining maturity of 
greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity which exceeds 
120 days." 


1To fulfill this condition, Applicant states that it in- 
tends to use actual quotations or estimates of mar- 
ket value reflecting current market conditions cho- 
sen by its board of trustees in the exercise of its 
discretion to be appropriate indicators of value, 
which may include, among others, (i) quotations or 
estimates of market value reflecting current mar- 
ket conditions, or (ii) values obtained from yield 
data relating to classes of money market instru- 
ments published by reputable sources. 


‘In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted av- 
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4. Applicant will record, maintain and preserve 
permanently in an easily accessible place a writ- 
ten copy of the procedures (and any modifications 
thereto) described in condition 1 above, and Appli- 
cant will record, maintain and preserve for a peri- 
od of not less than six years (the first two years in 
an easily accessible place) a written record of the 
board of trustees’ considerations and actions 
taken in connection with the discharge of its re- 
sponsibilities as set forth above, to be included in 
the minutes of the board of trustees’ meetings. 
The documents preserved pursuant to this condi- 
tion shall be subject to inspection by the Commis- 
sion in accordance with Section 31(b) of the Act as 
though such documents were records required to 
be maintained pursuant to rules adopted under 
Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those U.S. 
dollar-denominated instruments which the board 
of trustees determines present minimal credit 
risks, and which are of high quality as determined 
by any major rating service, or, in the case of any 
instrument that is not rated, of comparable quality 
as determined by the board of trustees. 


6. Applicant will include in each quarterly report, 
as an attachment to Form N-1Q, a statement as 
to whether any action pursuant to condition 2(c) 
was taken during the preceding fiscal quarter, and, 
if any action was taken, will describe the nature 
and circumstances of such action. 


Applicant submits that granting its requested 
exemptive order is appropriate in the public inter- 
est and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 9, 1981, at 
5:30 pm., submit to the Commission in writing a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 





FOOTNOTE—Continued 


erage portfolio maturity in excess of 120 days, Ap- 
plicant will invest its available cash in such a man- 
ner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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est, the reasons for such request, and the issues, 
if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0—5 of the Rules 
and Regulations promulgated under the Act, an or- 
der disposing of the application herein will be is- 
sued as of course following said date unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any no- 
tices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release Number 11986/October 14, 1981 


In the Matter of 


FRANK RUSSELL INVESTMENT COMPANY 
1100 First Interstate Plaza 
Tacoma, Washington 98402 


(812-4842) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTION FROM CERTAIN 
PROVISIONS OF SECTION 15(a) OF THE ACT 
AND RULE 18f-2 THEREUNDER; AND FROM 
CERTAIN REQUIREMENTS SET FORTH IN 
RULES 20a-2(a)(1), 20a-2(b)(1), 20a—2(a)(8), 
20a-2(a)(9), AND 20a—2(b)(4) UNDER THE ACT, 
ITEMS 13(a)(5), 13(a)(6) AND 13(d)(3) OF FORM 
N-1, AND SUBPARAGRAPHS (a), (g) AND (h) 
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OF ITEM 20 OF FORM N-1R UNDER THE ACT, 
AND FROM SECTIONS 6-04(b)(2)(ii)(a), (b) AND 
(c) OF REGULATION S-X 


Frank Russell Investment Company (‘Applicant’), 
a newly organized, open-end, diversified, manage- 
ment investment company of the “series” type to 
be offered initially in seven separate investment 
portfolios (‘‘Funds’’), filed an application on 
March 16, 1981, and amendments thereto on 
June 19, August 7, 26, and 27, and September 10, 
1981, pursuant to Section 6(c) of the investment 
Company Act of 1940 (‘Act’) for an order of the 
Commission exempting Applicant from certain pro- 
visions of Section 15(a) of the Act and Rule 18f-—2 
thereunder relating to shareholder approval of in- 
vestment advisory contracts with Applicant's 
“sub’’-investment advisers; and from certain dis- 
closure requirements concerning advisory fees 
paid to, and other information concerning, the sub- 
investment advisers set forth in Rules 
20a-2(a)(1), 20a-2(b)(1), 20a-—2(a)(8), 
20a-—2(a)(9), and 20a—2(b)(4) under the Act, Items 
13(a)(5), 13(a)(6) and 13(d)(3) of Form N-1, and 
Items 20(a), (g) and (h) of Form N-1R under the 
Act, and Sections 6—04(b)(2)(ii) (a), (b) and (c) of 
Regulation S—-X. 


On September 21, 1981, a notice was issued of 
the filing of the application (Investment Company 
Act Release No. 11944). The notice gave interest- 
ed persons an opportunity to request a hearing 
and stated that an order would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found, on 
the basis of the representations and conditions set 
forth and agreed to in the application, that the 
granting of the requested exemptions is appropri- 
ate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. Ac- 
cordingly, 


IT IS HEREBY ORDERED, pursuant to Section 
6(c) of the Act, that the application for exemption 
from Section 15(a) of the Act and Rule 18f-2 
thereunder, to the extent requested, be and here- 
by is, granted, effective forthwith, subject to the 
conditions set forth in the application, including the 
condition that Applicant mail written notice of the 
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employment of a new sub-investment adviser or 
entry into a new Portfolio Management Contract 
as a result of an assignment to each shareholder 
of record of the Fund for which the sub-investment 
adviser has been engaged as promptly as is prac- 
tical under the specific circumstances. 


IT 1S FURTHER ORDERED, pursuant to Section 
6(c) of the Act, that the application for exemption 
from Rules 20a—2(a)(1), 20a—2(b)(1), 20a—2(b)(4), 
20a-—2(a)(8) and 20a—2(a)(9) under the Act; Items 
13(a)(5), 13(a)(6) and 13(d)(3) of Form N-1, and 
subparagraphs (a), (g) and (h) of Item 20 of Form 
N-1R under the Act; and Sections 6-—04(b)(2) 
(ii)(a), (b) and (c) of Regulation S—X, to the extent 
requested in the application and subject to the 
conditions and undertaking stated therein, be and 
hereby is, granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release Number 9470/October 8, 
1981 


UNITED STATES OF AMERICA v. ROBERT N. 
RANDALL (United States District Court for the Dis- 
trict of Connecticut, Criminal Action File No. 
B-81-23) 


Volume 23, No. 15, October 27, 1981 


Willis H. Riccio, Regional Administrator of the Bos- 
ton Regional Office of the Securities and Ex- 
change Commission, and Richard Blumental, U.S. 
Attorney for the District of Connecticut, announced 
that on September 28, 1981, Robert N. Randall of 
Stamford, Connecticut, was sentenced by the 
Honorable T.F. Gilroy Daly, United States District 
Judge for the District of Connecticut, in connection 
with an earlier guilty plea regarding securities 
fraud. Randall, a former vice-president and sales- 
man for a registered broker-dealer, pled guilty to 
securities fraud [15 U.S.C. 78j(b)] on June 15, 
1981, in connection with an alleged scheme by 
him in which he obtained funds from customers 
and others through the use of material misrepre- 
sentations and omissions of material facts with re- 
spect to the issuance of unregistered securities for 
the purpose of investing in certain real estate 
transactions. Randall was given a two year sus- 
pended sentence in the custody of the United 
States Attorney General and thereafter will be on 
probation for a two year period. Moreover, 
Randall's sentence included 400 hours of commu- 
nity service per year for the next two years. 


(For further information see Litigation Release No. 
9042 and contact Daniel M. Sibears, Attorney at 
(617) 223-4441) 
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